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Philip Morris & Co. Ltd. inc. 


A regular quarterly dividend of $1.06% 
per share on the Cumulative Preferred 
Stock, 4%% Series, has been declared 
payable May 1, 1942 to Preferred Stock- 
holders of Record at the close of busi- 
ness on April 15, 1942. 

There also has been deciared a regu- 
lar quarterly dividend of 75¢ per share 
and an extra dividend of $2.00 per 
share on the Common Stock, payable 
April 15, 1942 to Common Stockholders 
of Record at the close of business on 
March 27, 1942. 


L. G. HANSON, Treasurer. 
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PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 105 


A cash dividend declared by the Board 
of Directors on March 18, 1942, for the 
quarter ending March 31, 1942, equal 
to 2% of its par value, will be paid 
upon the Common Capital Stock of 
this Company by check on April 15, 
1942, to shareholders of record at the 
close of business on March 31, 1942. 
The Transfer Books will not be closed. 


D. H. Foote, Secretary-T reasurer 


San Francisco, California. 
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To Help You Meet Today’s Needs 
for Additional Capital 


Living costs .. . heavier taxes . . . are making increased demands 
on you. To point out opportunities for extra cash with small 
outlay . . . to enable you to check present holdings 


The Magazine of Wall Street Provides Its... 


1942 Special 


MANUAL 


A Year Book Which Weighs the New Industrial 
Set-Up Under a Total War Economy and Presents 


=Complete Survey of 
LOW-PRICED FIELD 


You receive in this single source a comprehensive coverage of 
today’s position and outlook for all important, low-priced stocks 
... We have gone to great lengths to make this 1942 Manual of 
the most concrete value to you—such as you would receive by 
consulting services which cost $50 to $100 and more. 


—Complete Statistical Records . . . Over 500 low-priced stocks appraised individually with 
all essential facts and figures, and our timely, pertinent comments. 


—Interpretations and Selections . . . Our analyses have been sifted and projected to un- 
cover the 20 issues which we believe offer the best opportunities for price appreciation. 


NEW—For the First Time ... War Economy Ratings . . . based on calibre of management 
... taxes ... and earnings trend under actual war conditions. 


Over 3000 Stocks 2Q Low-Priced Selections 
in Two Groups: $1 to $10 — $10 to $25 For Market Profit 


Background—Present Position—Outlook for 1942 


—Company and Type of Business 
—Amount of Working Capital 
—Ratio of Assets to Liabilities 


—Number of Preferred Shares Outstanding (with notations 


as to arrears or special provisions) 
—1941 Earnings and Dividends 


—War Economy Ratings based on (a) Calibre of Management; a = 

(b) Present and prospective taxes; (c) Earnings Trends. 

--------- Note Two Special Offers Below ---------. 
The Magazine of Wall Street, 90 Broad Street, New York 


t 

i] 

OFFER NUMBER ONE: [I enclose $10. Enter or extend my subscription 
to The Magazine of Wall Street for 1 year 
FREE copy of your 1942 Manual (value $2.50). 


OFFER NUMBER TWO: (Special to Magazine of Wall Street readers) 1 I 
enclose $2.50 as payment in full for a copy of your 1942 Manual. 
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(IMPORTANT: Only Limited Number of Manuals Left. Order Today) 
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Strategically situated to make substantial advances marketwise. 
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The Trend 


DEMOCRATIC CRITICISM It is natural and 
human that public men of great power resent criticism 
of their policies and efforts, easily come to believe that 
they always know best and suspect all critics of being 
either fools or “Sixth Columnists.” Yet the right of 
the citizen to criticize the Government is the most price- 
less asset of democracy and the only ultimate safe- 
guard against the mistaken judgments and _ inefficient 
actions of those who lead us. 

Mr. Churchill is no less touchy to criticism than Presi- 
dent Roosevelt. While the British people can be thank- 
ful that they have so great and gifted a leader, they can 
also be thankful that they retain the right to criticize 
him. It was the pressure of public opinion that recently 
forced Mr. Churchill to make a badly needed and be- 
lated reorganization of his Cabinet. 

In this country in recent weeks there has been rising 
public criticism of our Government. It reflects doubt 
that this war is being fought as well as we are capable 
of fighting it. It reflects less than complete faith in the 
quality of our war leaders. It reflects resentment over 
the continuing efforts of the labor union leaders to avoid 
sharing the common sacrifice that a total war necessi- 
tates. And perhaps most of all it reflects disgust with 
“politics as usual” by Congressmen and bureaucrats. 


of Events 


Such criticism will be stilled when the causes for it 
are eliminated. Federal press agents will never be able 
to turn it aside; and the Administration will be well 
advised to try to subordinate its own complacent pride 
and take the protest to heart. Some of Mr. Roosevelt’s 
key Cabinet members, for instance, are aging holdovers 
from the peace years and Mr. Hopkins, a man with 
extraordinary “behind the scenes” power, is an invalid. 
If we are not to be complacent about this war, neither 
can we be complacent about our war leaders. 

It is true that criticism comes with poor grace from 
those who were so blind or stupid as to oppose the 
Roosevelt foreign policy up to Pearl Harbor. It is true 
that destructive or politically-motivated criticism is 
harmful. But the test of valid criticism is very simple. 
Does it contribute to winning the war? We will profit 
by that kind of criticism—and the bulk of the public 
criticism now being heard is that kind. 


SHIPS WIN WARS... If we are to function as the 
Arsenal of Democracy we must deliver as well as pro- 
duce the goods. Production problems appear to be func- 
tioning more smoothly. Certain bottlenecks are being 
smashed and even labor is evidencing a desire to co- 
operate. But we still need ships, ships and ships. 
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Axis submarines have turned the tide for the present 
in the Battle of the Atlantic. For a time the tide was in 
eur favor until we had to stretch our supply lines from 

| the Arctic Circle to Australia and until Hitler’s U-boats 
swarmed through the Atlantic in packs. Ships, espe- 
cially tankers, are.being sunk faster than they are being 
built. But not for long. Just a year ago 1,182 merchant 
ships were flying the American flag; many of them have 
been destroyed; but the present shipbuilding program, 
calling roughly for 2,000 new bottoms totaling 14,000,000 
gross tons, will double the size of our 1941 fleet. 

In New Orleans, scene of Andrew Jackson’s greatest 
military triumph, a “miracle man” named Andrew Jack- 
son Higgins has put in an appearance to solve part of 
our shipbuilding needs. Through a new secret method 
of assembly line production, Mr. Higgins is expected to 
revolutionize the shipbuilding industry. The Higgins 
yards will have four ways promised to turn out 24 ships 
a month—or about five days to each ship—just one- 
thirtieth of the normal time on the ways under present 
methods. The WP B has faith in Mr. Higgins. He is 
being backed to the tune of $385,000,000, of which 
$30,000,000 will be used for construction facilities and 
the remainder employed to build 200 merchant ships. 

Americans startled the shipping world more than a 
century ago by building Yankee Clipper ships that out- 
classed everything under canvas. Then Henry Ford, 
through his assembly line methods, revolutionized indus- 
trial production. Perhaps Mr. Higgins will prove again 
that American industrial genius is not dead and that 
when America says, “We'll deliver the goods,” that is 
precisely what America means. 


LET'S TALK TURKEY .. . After waiting patiently, but 
in vain, for labor unions to “clean their own stables,” it 
was a relief to have Mr. Thurman Arnold, testifying 
. before a House Committee, indict union practices on six 
‘perfectly valid counts: exploitation of farmers; undemo- 
. cratic procedure, such as packing memberships to steam- 
roller elections; impeding transportation; hamstringing 
cheap mass production of housing; forcing business to 
employ useless labor, and restricting “efficient use of men 
and. machines.” 

Mr. Arnold covered a lot of ground in that indict- 
ment, but he backed his statements up by facts and 
figures gleaned from long years of experience. He “talked 
turkey” to labor, a language they should well under- 
stand. He pulled no punches, he paid no heed to Attor- 
ney General Biddle’s appeasement policies when he said: 
“Independent business men all over the United States 
are completely at the mercy of organized labor groups.” 

In the face of these self-evident truths; in the face of 
production “bottlenecks” clearly the fault of labor; in 
the face of a national emergency comparable only to the 
crises of the Civil War, it is impossible to understand 
how Administration leaders can tell Congress there is no 
need for labor legislation. 

We are living under a government which functions 
largely through its regulatory powers. Every industry, 
including agriculture, is regulated by legislation; but 





labor, the biggest industry of them all, operates without 
regulation, without responsibility to anyone, including 
the rank and file of its.own membership, ..In spite of 
these things,.we are asked to ‘believe that: labor is so 
superior to the remainder of the country it needs no regu- 
lation, no fixed responsibilities or obligations. 

Each time the fire gets too hot for labor; each time 
public sentiment is aroused to a point where legislation 
appears imminent, wily labor leaders throw the public a 
bone. They “agree” not to strike during the war; they 
“agree” to give up premium pay for Sundays and holi- 
days, provided they are not asked to work the seventh 
day in any one week. Mr. Arnold has given Congress 
some facts to mull over. Isn’t it time for Congress to 
put an end to this “agreeing” business, and regulate 
labor like everyone else? 


AIRCRAFT PRODUCTION .. . It is altogether prob- 
able that the figures on our current production of air- 
craft—if they could be made public—would give a great 
psychological lift to all who are opposing the Axis, in- 
cluding the millions of peoples temporarily conquered. 
The last monthly total released was for September, 1941, 
when output was 1,914 planes. The rate then and there- 
after was unquestionably moving persistently up. Mr. 
Nelson recently stated that there had been an increase 
of approximately 50 per cent since December 7. 

We can take it for granted that the ratio of combat 
planes to training planes has been much increased; and 
it is permissible to speculate that production today may 
be equivalent to 42,000 annual rate, as authoritatively 
hinted. 

Japan and Germany have long excelled us in espion- 
age and probably still do. We therefore have a sneak- 
ing suspicion that their war lords know more about our 
aircraft volume than does the American public. More- 
over, it is a widely publicized fact that this year’s goal is 
60,000 planes; and officials of the Government and the 
aircraft producers have publicly reiterated their con- 
fidence that it is on the way to attainment. 

One must wonder a bit whether the continuing secrecy 
as to the over-all monthly total of planes is either neces- 
sary or desirable. It is no secret that we have the means 
and the know-how of greatly out-producing all our 
enemies combined. If we are now doing so—and cer- 
tainly when we do so—what could be better propaganda 
than to let the facts speak for themselves? There is 
nothing our enemies can do about it, for they are 
already beyond doubt producing to their limits of capac- 
ity. We have an idea that the bald truth about our vast 
and rising aircraft production, broadcast to the world, 
would send a surge of confidence through the free world 
while doing the morale of the Axis peoples no good. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 684. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, March 30, 1942. 
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BY CHARLES BENEDICT 


THAT FIFTH COLUMN 


—_ showed a primitive wisdom in solving his prob- 
lem when he liquidated Russia’s Fifth Column;—the 
instinct of self-preservation somehow has a way of 
sharpening one’s wits almost supernaturally. Under its 
influence our enemies stand stark before us, and the 
solution appears direct and unencumbered by extraneous 
matter. One only has to have the will to act. 

Because Stalin saw the machinations of the Fifth 
Column close at hand in other European countries, he 
knew he had to destroy its malevolent influence in Rus- 
sia if he was to survive. His deadly G. P. U., burrowing 
beneath the surface, caught the conspirators in its net. 
The executions were carried out ruthlessly, barbarically. 
Perhaps it was the only way for Russia. But the U. S. 
can accomplish the same purpose with methods more 
suited to our temperament, and which will be just as 
effective. For we must clear out that Fifth Column if 
we are to win this war. 

Up to recently, the U. S., certain of its security, had 
paid little or no attention to its own Fifth Column. But 
now we are fully aware of the dangers, and can no longer 
look upon the facts of international intrigue in the same 
manner as we do the tales of E. Phillips Oppenheim— 
merely as exciting fiction. 

Events of the past three years of war 
have taught us that the strongly en- 
trenched Fifth Column in the U. S., as 
in the rest of the world, is dominated 
by powerful industrial interests and their 
yes-men. The small fry we recently tried 
and sentenced to prison terms were only 
their paid henchmen. 

To cut out our Fifth Column cancer, 
we have got to catch the big-wigs whose 
interests are international in scope, and 
whose power hinders the effectiveness 
of governmental activities—balefully in- 
fluences the press by bringing confusion 
as to the issues of this war—and encour- 
ages disorganizing labor disturbances 
through its illicit relationship with cor- 
rupt and power-seeking labor leaders. 
As we have seen, these dominating in- 
terests are closely tied up with those 
others controlling economic life in every 
country the world over. 

The foundation for world domination 
was laid after the last war by the great 
European financiers and_ industrialists 
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whose realm of empire already extended into the four 
corners of the earth. 

It was born in the hope of destroying the then-rising 
power of the American dollar and the world expansion 
of American branch plants. In 1926, various European 
cartels were formed for that purpose in which German, 
Dutch, British, Belgian, Japanese and French industrial- 
ists combined against us—using debt cancellation as the 
stiletto to drive the blow home. 

At that time, the greatest of these combinations was 
the all-powerful steel cartel with headquarters in Luxem- 
bourg. Next came the copper cartel which began to 
destroy our copper market with cheap ore from Africa. 
Our oil interests alone were able to cope with the situa- 
tion and succeeded after a considerable struggle in ac- 
quiring a stake in the Near and Far East oil fields. 

By 1926 American industry was retreating from the 
foreign continents. Plants were being shut down or 
taken over by the nationals in the various countries. 
Then came the collapse of 1929. The general depression 
spread to Europe and shook the whole world. The am- 
bitions of arrogant and selfish men suffered a severe 
setback. The spectre of (Please turn to page 729) 


pe owsan sia srt OS 


putters ot SOME 
note ett sac ue wo 
ag” nese. 


of ten 


| Wittingy ere es Hea 
Fg 8% OF Unwittings. ! « & 
*| Sowing Sthcounn ttt MOR, 





Ewing Galloway Photo 


683 











What's Ahead for Security Prices 


With demand for equities so light, any worsening of the news can bring 


lower average prices on even scattered liquidation. While a major 


bottom probably is near, we would defer purchases for the present. 


BY A. T. MILLER 


Summary of the Fortnight: The market remains on 
the defensive. Liquidation has continued very light in 
the aggregate but the low level of demand is the dom- 
inant influence. With the broader averages only nom- 
inally changed, recent development of pressure on rails 
and continued weakness in many high grade industrials 
are disconcerting. 


| most of the time since our last previous an- 
alysis was written the market has “looked” consistently 
bad—but nothing much has happened. Last week the 
Dow-Jones industrial average declined by 82 cents but 
that merely cancelled part of the small gain of the 
previous week. It is uncomfortably close to the 1941- 
1942 low of 99.21 registered on March 11 and at no 
time since then has shown impressive rallying pe@wer. 

Having backed and filled within a very narrow range 
for fifteen consecutive trading sessions, without yet 
falling through previous low, it remains to be seen 
whether this technically favorable sidewise drift will 
continue; or whether scattered and selective liquidation 
will suffice to establish new average lows. 

Trading operations are at extremely low ebb, which 
probably explains why last week’s closing session brought 
no follow-through of prior weakness; and the market 
is largely an investment affair. If aggregate demand for 
equities remains as light as at present, any unsettling 
news or small and scattered liquidation in a few individ- 
ual “pivotal” stocks would, of course, suffice to put this 
widely followed average to new lows, since its present 
margin above former low is a hair line. 

With some of the high grade stocks—such as American 
Telephone, Union Carbide, General Mills, American 
Tobacco, Beech-Nut Packing, Diamond Match, Wool- 
worth and others—continuing their dreary retreat to 
new lows as for weeks past, the only new thing in the 
technical picture is the belated softness in the rail 
average, which had long been about the only thing that 
Dow Theory hopefuls could point to with even ten- 
tative optimism. 

Decline of 1.01 points net or more than 3.8 per cent 
in the Dow-Jones rail average last week was the sharpest 
in a long time. At recent lowest close, this average was 
within 70 cents of 1941 low made on Dec. 10 but— 
in contrast to the industrial average—it is still quite 
comfortably above both 1940 and 1938 lows: in fact 
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more than 12 per cent above the 1940 low, about 31 
per cent above the 1938 low. 

As pointed out before, however, the Dow averages— 
despite their considerable effect upon sentiment—are 
not the whole market by a long shot. Our broad weekly 
index of 270 issues, although down by a trifle over the 
past fortnight, continues on the whole to display a 
most stubborn resistance; and still stands 1.3 points 
above its December low. 

Speaking in terms of the actual general level of the 
market—more realistically measured by this index than 
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of April in all averages. If it does so in our 
weekly index of 270 issues, that is pretty 
sure to indicate that bottom even in the 
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selective issues under pressure can not be far 
off. The clincher, however, would be several 
weeks of “saucering” by the Dow industrial 
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average, since it is heavily larded with war 
and tax “orphans.” 
It is generally agreed, and it seems com- 
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mon sense to believe, that the next three to 
six months will constitute the most crucial 
period of the war. This is probably the 





period of Hitler’s supreme offensive effort 
and the southern beginnings of it may be 
imminent now. Much as we hate the Japan- 





ese, Hitler is the real focal point of our 
greatest spring war fears—and the cross- 
roads of empire in the mid-east are of a vital 
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strategic importance in the basic pattern of 
the war second only to such last-ditch ram- 
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parts of those of England, Hawaii, Panama | 
Canal and continental America. | 
Fortunately, the period of easy and quick ‘ 
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victories for the Japanese seems over. Their 

















communication lines are now greatly ex- 





by the Dow averages—it is our opinion that at worst we 
are in a final and late stage of price deflation in which 
any additional decline will be quite moderate. Indeed, 
it is possible—although the evidence is tentative and 
decidely inconclusive—that we are now seeing the be- 
ginnings of a broad and slow turning movement of 
major significance. 

A pronounced divergence of action between the gen- 
eral market average—which is what our weekly index 
is—and the Dow industrial average is a relatively rare 
phenomenon, which has been technically significant when 
it developed in the past and which therefore is worth 
watching closely. 

For instance, between March and September of 1929, 
in the final gasp of the greatest of all bull markets, 
the Dow average had a net advance of 61 points while 
our much broader weekly index was making an exact 
double-top. Under cover of strength in a minority of 
speculative favorites, the rank-and-file of the market 
was under steady liquidation. At several other periods, 
notably on the intermediate rally of the summer of 1937, 
the broad average gave much the more accurate picture 
of the underlying position. 

Bear in mind that on the important swings the per- 
centage fluctuation in our index of 270 stocks is usually 
greater than in the Dow average. Yet since Pearl Har- 
bor the net decline to date in this index has been about 
10 per cent., against 14 per for the industrial average. 
Considering the shocking series of Pacific War devel- 
opments in the interim, as well as the Treasury tax de- 
mands, the market’s action has not been too bad. 

Yet even if a major turn is in the making, without 
the help of unexpected good news of great importance 
it can not be quickly negotiated; and meanwhile to take 
a bullish view now would undeniably carry risk of being 
premature at best and wrong by quite a few points in 
some of the stocks selected. We would like to 
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tended and, more important, they are 
meeting much more effective resistance in Burma, and 
from Australia by air, than they had encountered pre- 
viously. Confronted by mounting force under General 
MacArthur, it can no longer be taken for granted that 
they will even try a major effort against Australia. At 
any rate, their maximum pressure for the present is 
aimed against Burma as back door key to both China 
and India. There they will be increasingly up against 
the kind of tough, experienced Chinese troops who, even 
without adequate equipment, had demonstrated ability 
to fight the invader to a standstill. And on the equip- 
ment side, especially in the flow of aircraft from the 
U. S., there is every evidence that significance progress 
is being made. 

In short, if the Japanese and the Germans are to 
join hands this year in a gigantic pincers on India, we 
have a strong hunch that the break-through most to be 
feared is on the German end; and if it can not be effected 
within the next few months it probably can never be 
effected. To prevent it is an urgent and most formidable 
task for the United Nations, but we should not forget 
that neither can its accomplishment be an easy task for 
our enemies. If the mid-east were easy to take—weighing 
the geographic facts and the total weight of resistance 
by the Russians, the Turks and the British forces— 
it would have been ventured before this. Indeed, keep 
in mind that it is possible for Hitler to shoot the works 
this spring and summer—and fail. In that case buyers 
and sellers of securities would have to begin thinking 
about a war possibly of shorter duration than had been 
imagined. The Germans are tough but when they do 
crack, as we saw 1918, it is rapid and complete. 

Conclusion: .With a market that is on the defensive, 
the only current question is whether it must retreat 
further or whether it can “hold the line.” Either way; 
one loses nothing by deferring purchases—Monday, 
March 30. 
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. months of supposedly deep cogitation the 
Treasury recently announced a tax program which is 
wondrous to behold. It has every appearance—whether 
so intended or not—of having been designed with one 
eye on tax revenue, the other eye on election-year politics 
and social reform. Incidentally, it gives lip service to 
the cause of inflation control. 

If the country were at peace, the Morgenthau pro- 
gram could be approved by at least such people as favor 
the New Deal objective of redistributing the national 
income—in which process Federal taxation and spending 
are key weapons—to the benefit of the so-called masses 
and at the expense of the alleged “excess” savings of the 
rich, the middle classes and the corporations. 

But as a war finance measure the Treasury plan is 
amazingly unrealistic. And its authors either are oblivi- 
ous of er cheerfully indifferent to the fact that it would 
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leave corporate enterprise in a seriously weakened work- 
ing capital position to meet the very difficult post-war 
adjustments. 

In the present situation—with aggregate consumers’ 
income many billions in excess of the prospective supply 
of civilian goods and with the nation making rapid prog- 
ress toward the nearby objective of devoting more than 
half of its total productive effort to war—the threat of 
inflation is very real and very dangerous. 

While politicians gingerly debate a sales tax—a con- 
sumption-reducing device as well as a revenue raiser, but 
strongly opposed by the Treasury head—the invisible 
sales tax of price inflation is daily taking millions from 
the purchasing power of all consumers, with no distinc- 
tion whatever between the poorest of them and the 
richest. 

There are only two possible alternatives. Either excess 
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consumer purchasing power must be mopped up by 
taxation or forced savings in war bonds—or it will be 
mopped up by price inflation. It is as simple as that. 
And to confuse the issue by trying to apply peace-time 
concepts of social justice in taxation in war time is a 
grave mistake. The answer to this is that nothing could 
be more socially unjust than inflation, for inflation is 
utterly unrelated to ability to pay. 

In 1941 the cost of food increased by more than 18 per 
cent, according to the cost of living index of the Con- 
ference Board. In recent months it has continued to 
rise at an average rate of approximately 114 per cent 
per month. Should this pace of inflation continue, the 
public’s food bill this year again will be raised by 18 per 
cent. Yet if I suggested a 5 per cent sales tax on food— 
including the poor man’s bread—Mr. Morgenthau and 
many others would be indignant or aghast. 

It’s the same with all other items in the cost of living, 
necessities and luxuries alike. The cost of clothing in- 
creased nearly 10 per cent last year, but only began to 
develop real momentum late in the year; and the rise— 
an “inflation tax”—will be much larger this year, regard- 
less of anything Price Guardian Henderson can do. 
Indeed, it will add some 20 per cent to the public’s 1942 
clothing bill if the recent monthly rate of increase con- 
tinues. Yet a uniform 10 per cent sales tax on clothing 
would be “socially unjust”—or so we are told. 

In physical quantity the American people this year 
will eat very little, if any, more food than they ate last 
year; but, if the recent rate of food price inflation is 
allowed to continue, they will 
pay some $2,700,000,000 addi- 


thus leave a “gap” of $15 billions without normal spend- 
ing outlet. What will happen to these $15 billions? 
Part will go into war bonds voluntarily—but the larger 
part will be absorbed by price inflation—less goods for 
more money—unless it is alternatively absorbed by Fed- 
eral taxes or compulsory war bond purchases or some 
combination of both. 

And this brings us to the very pertinent question of 
who has these $15 billions. Where is the inflationary 
purchasing power about which the Administration pro- 
fesses to be concerned? Would the Treasury’s tax pro- 
gram mop up any considerable part of it? 

Take a look. First, it is proposed to raise $3,060,- 
000,000 (gross figure) from additional corporation taxes. 
Now it is wholly valid that corporate profits bear their 
full share of the war cost—provided taxes are not so 
extreme as both to threaten future solvency and reduce 
managerial efficiency—but these taxes have very slight 
relation to the problem of inflation. 

If these $3,060,000,000 of corporate profits were not 
taxed into the Government’s hands, what would be done 
with them? Part, in the case of companies active in war 
work, would be used to finance working capital needs 
or war plant expansion. These needs have to be served 
in any event, through one means or another, and to the 
extent that the expenditures are inflationary they can’t 
be avoided. Part would be “saved for a rainy day” and 
could be “stored” in the form of Government bonds. 
Part would go to stockholders in the form of dividends, 
subject to personal income taxes. Total corporate divi- 
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not one whit worse off. In fact 
they would be better off in that 
to that extent the Govern- 
ment’s fiscal position would be 
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tressing economic consequences 
—when the war activity termi- 
nates. Precisely the same rea- 
soning applies to every other 
consumer expenditure that is 
contributing to the inflation 
spiral. ° 
In a recent public address Mr. eo" 
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dends last year were substantially less than in 1936, only 
$300,000,000 more than in 1940—the sum of $300,000,000 
being less than 1/3 of 1 per cent of 1941 national income 
—and 1942 dividends, even with no rise in company 
taxes, would do well to equal the 1940 figure. There is 
scarcely any inflation here, especially since the bulk of 
dividend income goes into savings rather than con- 
sumption. 

Second, the Treasury seeks $3,200,000,000 more from 
individual income taxes. This would be paid solely by 
present taxpayers, since exemptions under existing law— 
$1,500 for married persons, $750 for single persons— 
would not be reduced. Of course, these taxes would 
reduce the consumer purchasing power of the particular 
individuals who pay them, but not by any means to the 
full extent of $3,200,000,000. The bulk of the income 
taxes are paid by the middle classes and the well-to-do— 
at the expense of savings rather than consumption. To 
the extent that the added levies could not be met out of 
savings, they would be covered in major degree by 
budget adjustments—such as taking Junior out of col- 
lege or resigning from the golf club or holding down on 
vacation costs—which have shight bearing on the total 
demand for consumer goods. 


Tax-Exempt Consumers 


Under existing law, it is estimated that some 16,000,000 
persons filed income tax forms with the Government on 
or before March 15. But, allowing for authorized deduc- 
tions, including dependents, it is to be doubted that 
more than 8,000,000 actually paid any tax. Since some 
51,841,000 in this country (Conference Board December 
estimate) are gainfully employed, this means that 
43,841,000 of them, or more than 84 per cent of the total, 
do not pay Federal income taxes. 

Of course, the individual incomes of these millions 


range from very small to moderate—but in the aggregate 
it constitutes by far the major portion of the total pur- 
chasing power regularly expended for consumption goods. 
What is more to the point, the lion’s share of the infla- 
tionary increase in national income is going to individuals 
within this great group now exempt from income taxes. 

Although there is not available a complete, up-to- 
date breakdown of the distribution of our national in- 
come by income classes, certain sample data will suffice 
to give the broad picture in adequately accurate perspec- 
tive. For instance, 13,821,000 people were estimated to 
be employed in manufacturing industry in December, 
with average weekly earnings of $33.69, comparing with 
11,628,000 and weekly average earnings of $27.89 in 
December, 1940, and with 10,800,000 and average weekly 
earnings of $25.40 in December, 1939. 

Now an income of $33.69 a week amounts to not quite 
$1,752 a year—apparently not a fruitful source of in- 
come taxes, according to all past conceptions in this 
country. But consider the following: The total earnings 
of all persons employed in manufacturing in December 
were equivalent to an annual rate of approximately 
$24 billions, as compared with $16.8 billions in Decem- 
ber, 1940, and $14.2 billions in December, 1939. The 
increase in a year was $7.2 billions and the increase in 
two years was $9.8 billions. There is the biggest part 
of the inflationary increase in purchasing power. 

Mr. Morgenthau may plausibly argue that Joe Smith, 
now earning $33 a week in a factory and probably sup- 
porting a wife and a couple of children, is taxed plenty 
by present sales or excise levies and various “hidden” 
taxes. But the fact remains that Joe Smith and his 
family were getting along some way on $25 a week two 
years ago, had a gain in income of more than 10 per cent 
in the next year and a further gain of 22 per cent in 1941. 
Any way you figure it, this is 22 per cent more income 
available for this individual’s (Please turn to page 725) 
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=The New Force 
LABOR =The New Problem 





S, much pro and con has been written and “orated” 
about the role labor is playing in our war effort that 
the average American is bewildered. Both sides, labor 
and capital, (not forgetting the politicians) have been 
articulate to the nth degree. All agree that fighting 
men and fighting ships can’t win the war unless pro- 
ducing men and producing women are giving unstintedly 
of their efforts and ability to produce the wherewithal 
to wage battle. 

The writer admits there are two sides to this con- 
troversy—for that is precisely what it is—a controversy. 
He does not hesitate to say that there is merit to the 
claims of both sides. But he is insistent in saying that 
“merit be damned,”’—the important thing is “getting 
the job done now” and arguing later. 

Under the present Administration, labor has risen to 
new heights, has achieved new dignity and won a 
modicum of security, a higher plane of living and im- 
proved working conditions far beyond the dream of la- 
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bor’s staunchest proponents less than two decades ago. 
It is but natural that labor should cherish these gains, 
should be anxious to add to them and be determined to 
keep them. That’s natural not only with labor, but 
with everyone else. In fact, that’s why we are at war 
—we don’t want to give up what we have—our way of 
life, our homes, our freedom of speech, religious worship 
and economic system. 

But to preserve these precious things we have to 
make sacrifices, many of them, hoping of course they 
will be but temporary. Labor and capital as well as 
management must do likewise. The majority of work- 
ers as well as management and capital are aware of this. 
Like good Americans they are prepared to make such 
sacrifices as, they deem necessary. The fallacy so far 
in our labor policy has been the use of these words, 
“deemed necessary.” Each group desires to be its own 
judge and jury where “deemed necessary” is concerned 


AND THAT WON’T WORK. 
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Before making any recommendations as to how this 
problem can be solved, for solved it can and must be, 
let us review briefly war production today. 

“We must have more ships, more guns, more tanks, 
more planes, more ...” is the constant cry from our 
troops, from politicians, from industrial brass hats and 
from the man in the street. “We are ahead of schedule 
in the shipyards, in the factories and in the mills.” We 
read from day to day in the press, “Labor is slowing up 
production; the 40-hour week is a Hitler tool. There 
is no overtime or double pay for men at Bataan,” assail 
our eyes. Then we are told that wages must not be 
frozen but a ceiling must be placed on the cost of com- 
modities. Surely our cup of contradictions runneth over. 

The strange part is that each of these quotes taken 
by themselves are true. Each of them honestly reports 
a situation existing at the time of writing in either a 
general or isolated way. None of them singly, and 
surely all collectively, fail to tell the story. 

President Roosevelt, who has shown a determination 
to avoid the use of Axis tactics in handling our labor 
problem, truthfully stated that while you can recruit 
labor by force or law if necessary, no legislation can 
make a man work and produce to the best of his ability. 
Consequently, we are dependent upon FREE labor if 
we are to preserve FREE enterprise and our freedom. 

By now even the most radical labor leaders are pre- 
pared to make certain concessions just as, during the 
past eight years management has been obliged to take 
similar steps. The 40-hour week so far as defense pro- 
duction is concerned, is a myth. While it is true few 
of our war industries are operating on a 168-hour week, 
few if any, are operating on any such low figure as 40 
hours a week. We must increase hours of labor. 2 

The public became aroused when Congress rolled up its 
sleeves and went to work preparing war labor legislation. 
Thurman Arnold, assistant attorney general, flayed labor 
in a long list of misdeeds which he asserted was delaying 
production; Donald Nelson, who with the President, had 
defended the 40-hour week, agreed that wage premiums 
were beneficial, “saw the light.” Still maintaining that 
legislation was unnecessary he asked Congress to give 
him thirty days in which to influence labor to voluntarily 
abandon its stand on premium pay. 

This plea was scarcely made before the A. F. of L. and 
the C. I. O. moved to clear the tracks for elimination of 
double-time payments for work on Saturdays, Sundays 
and holidays as such. They proposed to claim double 
time only for a seventh consecutive day of work, with 
time and a half asked only for hours actually worked over 
forty in a six-day week. However, a bill has been intro- 
duced asking that war industry hours be legally raised 
from forty to forty-eight. It is doubtful though whether 
this bill will pass. 

Labor’s “spontaneous” action makes one wonder 
whether they read Mr. Walter Lippmann. In his column 
entitled “The Struggle to Mobilize,” he contrasted labor 
leaders with automobile manufacturers. Before conver- 
sion they “wept” salty tears, insisting that conversion 
plans were inspired and conducted by men who did not 
understand industry and were Communist influenced. 
Now, that conversion is a success, they sing a different 
tune. Labor leaders, the columnist pointed out, who in- 
sist that all demands for war time labor legislation and 
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guarantees of maximum production are Fascist inspired 
are in the same boat. When labor actually operates un- 
der a maximum production and efficiency system, 
whether it be voluntary or otherwise, and when they wit- 
ness the results at home and on distant battle fields, they, 
like the motor car manufacturers, will change their tune. 
Labor, like industry, must go to war shoulder to shoulder 
with our armed forces before we can expect the coopera- 
tion a united nation is entitled to. 

To offset this the War Production Board has offered 
a more or less revolutionary industrial relations plan. 
That is the establishment of joint management commit- 
tees for war production in all war plants. The plan can 
be summed up best in the announcement of W P B: 
“A Government official has been instructed to call to- 
gether proper representatives of labor and management 
in the plant to establish a joint committee to direct the 
production drive in your plant. He has been instructed 
to make sure that this joint committee represents both 
management and labor and that this committee’s func- 
tion be made permanent for the duration of the war. 
He has been further instructed to see to it that, in those 
plants or departments where the workers belong to a 
labor organization, the union representatives shall 
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committee.” 
The Crosley Corporation in Cincinnati has already 


constitute the labor half of the joint 
taken steps to put this plan into operation. W PB offi- 
cials have met at the Crosley plant with labor union 
officials and management executives for that purpose. 
Plans made at the conference and in 24 other key cities 
will be carried out as rapidly as possible, after which 
similar plans will be put into effect in 2,500 other Amer- 
ican factories where war production is now under way. 
A joint committee has been named and regional meet- 
ings are to be held to further the general plan. It is a 
definite step toward equalization of production burden 
and responsibility. 

Just how successfully this plan will be remains to be 
seen. Management leaders are inclined to view the plan 
with mixed emotions. On one hand they insist it is 
merely the development of the question-box methods 
employed by them for a number of years, a method 
whereby employees were encouraged to present sugges- 
tions for improvements in products, methods and man- 
agement and rewarded when such suggestions were 
found meritorious. On the other hand, management is 
worried lest this new committee plan should develop into 
a Commissar system of operation. The plan, Administra- 
tion leaders insist, will expedite production, put a curb 
to unwarranted labor demands, stimulate voluntary 
arbitration and definitely put the brake on strikes. 

Anti-inflationists in the Administration insist that this 
is a sure way of placing restrictions on wages without 
definite legislation and declare that unless wage advances 
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are stopped prices may skyrocket to a 40 te 50 
per cent increase before the end of the year. 

Whatever happens, whether the management 
plan is adopted; whether wages are frozen; 
whether labor voluntarily jettisons some of its 
advantages; whether management yields still 
further or whether, as a last resort, legislation is 
enacted to compel maximum production of war 
material, we are certain that the American 
people will see that the job is done. 

Every economist knows and must admit that 
the development of a gigantic Army to beat the 
Axis can only result in one thing, a definite 
shortage of man-power. For several generations, 
we have glamourized the white-collar worker 
with the result that today we are woefully lack- 
ing in skilled or even semi-skilled labor. That 
is not wholly our fault. 
union apprentices, we have been compelled to 
keep the number of trainees at a ridiculously 
low figure to protect high wages at the sacrifice 
of building an army of skilled workers. 















glamourizing the white collar and soft white 
hands and are glamourizing military uniforms, 
overalls and calloused palms, we must, with an 
eye to the future, be sure that the re-deglamour- 
ization which is inevitable after the war is not 
too sweeping. 

Regimentation of American labor, despite 
pleas by politicians and others, is unlikely. First 
of all, the President is opposed to it. Second, 
it is definitely un-American and third, a ceiling 
on prices with a definite understanding that 
labor cannot take advantage of the crisis any more than 
can management, would assure us that the wheels of 
industry will revolve faster and faster and faster. 

Early in this article, it was suggested that a recom- 
mendation might be made to solve this vexing problem. 
In view of the facts outlined above, and taking cogni- 
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zance of the truth that our labor program is accelerat- | 
ing faster and faster with the expiration of each twenty- | 


four hours, with reports of offensive action by our 
military forces in all theaters of war and with the reali- 
zation that all-out war means “all out for everyone,” 
we feel the best solution to this problem is as follows: 
First: An honest presentation of ALL the faets so that 
the people may know what the situation is. Second, a 


positive statement by the Administration that labor and | 


management will not be permitted to exploit each other 
or the people at large during the time of emergency, 
plus the fact that any sacrifices made by any group dur- 
ing the period of the emergency shall terminate at such 
time as the emergency shall be deemed no longer 
existent. 

Fear by labor that its gains, covering generations 
of hard work, may be wiped out, as well as fears by 
management and capital that any concessions it may 
make will forever destroy free enterprise, are unquestion- 
tionably the RBAL barriers to amicable and successful 
war production. When these fears are allayed, our pro- 
duction and labor problems will, we feel, be on the mend 


and danger of interruptions and short production elim- 


inated. 
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Gearing Your Investment Capital 


To Meet New 


Tax Problems 


BY J.S. WILLIAMS 


= it is enacted the 1942 tax bill may bear only 
a semblance to the drastic proposals made by Secre- 
tary of the Treasury Morgenthau. Whether it does or 
doesn’t, there is one thing we all know, or should know, 
and that is that both personal and corporate income 
levies will be upped—and upped considerably. Thus, 
not only will the investor be compelled to give up a 
larger share of his interest and dividend income to the 
Government, but his income from these sources this year 
may be less than it was in 1941. How much less will 
depend largely on the type of securities which he owns. 
The successful prosecution of the war will require all of 
us to make heavy sacrifices, of which higher taxes are 
only one, and I would not be so fatuoys as to in any 
way imply that these sacrifices can or should be avoided. 
But I realize that many investors may, through lack of 
foresight and reasonable precautions, suddenly find that 
their income from securities has been depleted to a point 
which may actually inflict a hardship. This discussioli, 
therefore, deals with the manner in which such a possi- 
bility may be mitigated. 

To begin, there are several valid assumptions which 
can be made. First, the non-war industries and com- 
panies are the most vulnerable to higher taxes. There 
are, of course, exceptions, notably the motion picture 
industry, but for the most part companies identified 
with these industries will at best participate in the 
war stimulus only indirectly, and not to a sufficient 
extent to expand sales and earnings adequate 


ing company bonds. In the annual report to stockholders, 
directors of Electric Bond & Share warned that preferred 
stockholders faced a possible cut in the rate of pre- 
ferred dividends. 

Investors are also cautioned to be wary of leverage 
common stocks, i.e., common stocks preceded by a sub- 
stantial amount of preferred stock and funded debt. 
Leverage is a very effective factor under favorable cir- 
cumstances in producing substantial gains in per-share 
earnings for the common stock. But any condition 
which lowers earnings after fixed charges and preferred 
dividends results in an equally rapid depletion of per- 
share earnings. Not all leverage issues are vulnerable 
and each should be judged on its own merits in relation 
to the issuing company’s status in the war effort. 

In previous issues, these columns have emphasized 
the necessity of scrutinizing latest balance sheets care- 
fully. The fact that a company may have, for example, 
a ratio of net current assets of 3 to 1, may not neces- 
sarily mean that, other things being equal, dividends 
are secure. Dividends must be paid in cash, but so must 
taxes. The need for larger inventories, funds for new 
plant construction and equipment and heavier receiv- 
ables are other conditions which may serve to deplete 
cash. Thus, it would be quite possible for a company to 
be forced to lower dividends, despite adequate earnings, 
owing to lack of sufficient cash. Some companies have 
already done just that and it is a foregone conclusion 
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that not a few others will follow suit before the year is 
out. Recently one prominent company announced its 
intention of borrowing funds for the purpose of enlarg- 
ing working capital and paying dividends. 

Several other features of the proposed tax legislation 
will hit certain groups of companies. These include, for 
example, stiffer excise taxes on cigarettes and soft drinks. 
Both of these groups are already faced with vexing prob- 
lems which may take a heavy toll of earnings. Oil and 
mining companies would be adversely affected by the 
proposal to reduce the present allowances for depletion, 
although there appears to be at least an even chance 
that Congress will disregard the Treasury’s proposal in 
this respect. It has also been proposed that capital 
losses no longer be deductible from operating income. 
Such losses were an important factor in bolstering the 
earnings of Chesapeake & Ohio and Electric Bond & 
Share last year.. Bank earnings will suffer if the pro- 
posed heavy surtaxes are enacted. 

As a final assumption, the probabilities are that the 
Treasury proposals represent the worst that can be 
expected in the way of taxes this year. And it is not 
unlikely that these proposals may be more or less modi- 
fied in the final bill. Such being the case, it may well be 
found before the year is out that the decline in common 
stock values has in a large measure reflected the full 
possible effects of a drastic measure, and in a number 
of instances the impact of heavier taxes will turn out to 
have been less than is now anticipated. 

I have pointed out here the more obvious spots in 
which the tax blow is likely to fall hardest. If an 
investor is substantially committed to issues where these 
adverse tax conditions appear, he is in imminent danger 
of having his income curtailed. Such being the case the 
safest procedure is for him to go ahead on the basis, 
not that the burden of heavier taxes will be lighter than 
the Treasury proposals, but that it will be fully as heavy 
as now indicated. If, for instance, he finds that say a fifty 
per cent cut in the dividends received last year from tax- 
vulnerable issues would seriously jeopardize his scale of 
living or other financial plans, immediate steps should 
be taken to substantially weed out such issues in favor 
of others offering a more secure rate of return. 
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= There is one group of issues which might be 
= effectively employed for this purpose. That is 
Selected Preferred Stocks 2 second cada secon and saber bonds. The 
Attractive for Income = favored position of this group of securities has 
als not gone unnoticed by investors, as witness their 
Price Range _—Recent Current sustained market strength in recent weeks. Gen- 
Issue Hish Low = Price Yield % erally speaking, it is usually a good idea to look 
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volume of freight traffic. Moreover, passenger 
mmniininminiiiiiiiininii NE ‘fic which had been in a long-term decline is 


mounting rapidly. Operating efficiency of most 
leading carriers has been greatly increased in recent 
years, with the result it is now possible to move a ton 
of freight much more cheaply in terms of operating and 
maintenance costs. This means that a greater percent- 
age of the increase in revenues is being carried to net 
operating income and subsequently made available for 
bond interest and other fixed charges. Bond interest, 
for tax purposes, is treated as an expense and is there- 
fore a charge against income ahead of taxes. At the 
present time there is no indication that bond interest 
will be deprived of tax exemption, although on occasion 
there have been rumors to that effect. 


Railroads in Favored Position 


The railroads have been granted freight and passenger 
rate increases which will partially offset the increase in 
wage rates. Increased traffic is being counted on to 
more than offset the balance. Remembering the hard- 
ships and financial disasters of other years railroad man- 
agements are taking advantage of their current pros- 
perity to strengthen their treasuries and reduce their 
indebtedness, rather than resume or increase dividends. 
This policy naturally is to the advantage of bondholders. 
Finally, the railroads do a cash business; large receiv- 
ables are not a problem. 

Notwithstanding the fact the current quotations of 
the majority of second grade rail bonds are well above 
their 1941-42 lows, there is still a wide choice of issues 
available on a generous yield basis. Selected issues 
among this group (see accompanying table) in addition 
to offering an attractive income also promise important 
price appreciation as their position becomes further 
strengthened. 

Among second grade industrial bonds there are various 
issues representing obligations of companies which under 
normal conditions would be rated as marginal. With 
the impetus of war orders, however, these companies 
are enjoying -greatly increased income with a corre- 
sponding widening in the margin of safety accorded bond 
interest. Like rail bonds selected issues in this group 
afford a choice of sound income mediums, at least for 
the duration. (Please turn to page 727) 
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Gearing Your Investment Capital 


To Meet New Tax Problems 


BY J.S. WILLIAMS 


= it is enacted the 1942 tax bill may bear only 
a semblance to the drastic proposals made by Secre- 
tary of the Treasury Morgenthau. Whether it does or 
doesn’t, there is one thing we all know, or should know, 
and that is that both personal and corporate income 
levies will be upped—and upped considerably. Thus, 
not only will the investor be compelled to give up a 
larger share of his interest and dividend income to the 
Government, but his income from these sources this year 
may be less than it was in 1941. How much less will 
depend largely on the type of securities which he owns. 
The successful prosecution of the war will require all of 
us to make heavy sacrifices, of which higher taxes are 
only one, and I would not be so fatuoys as to in any 
way imply that these sacrifices can or should be avoided. 
But I realize that many investors may, through lack of 
foresight and reasonable precautions, suddenly find that 
their income from securities has been depleted to a point 
which may actually inflict a hardship. This discussion, 
therefore, deals with the manner in which such a possi- 
bility may be mitigated. 

To begin, there are several valid assumptions which 
can be made. First, the non-war industries and com- 
panies are the most vulnerable to higher taxes. There 
are, of course, exceptions, notably the motion picture 
industry, but for the most part companies identified 
with these industries will at best participate in the 
war stimulus only indirectly, and not to a sufficient 
extent to expand sales and earnings adequate 


ing company bonds. In the annual report to stockholders, 
directors of Electric Bond & Share warned that preferred 
stockholders faced a possible cut in the rate of pre- 
ferred dividends. 

Investors are also cautioned to be wary of leverage 
common stocks, i.e., common stocks preceded by a sub- 
stantial amount of preferred stock and funded debt. 
Leverage is a very effective factor under favorable cir- 
cumstances in producing substantial gains in per-share 
earnings for the common stock. But any condition 
which lowers earnings after fixed charges and preferred 
dividends results in an equally rapid depletion of per- 
share earnings. Not all leverage issues are vulnerable 
and each should be judged on its own merits in relation 
to the issuing company’s status in the war effort. 

In previous issues, these columns have emphasized 
the necessity of scrutinizing latest balance sheets care- 
fully. The fact that a company may have, for example, 
a ratio of net current assets of 3 to 1, may not neces- 
sarily mean that, other things being equal, dividends 
are secure. Dividends must be paid in cash, but so must 
taxes. The need for larger inventories, funds for new 
plant construction and equipment and heavier receiv- 
ables are other conditions which may serve to deplete 
cash. Thus, it would be quite possible for a company to 
be forced to lower dividends, despite adequate earnings, 
owing to lack of sufficient cash. Some companies have 
already done just that and it is a foregone conclusion 

















to absorb higher taxes. The dividend casual- = 
ties in this group will mount over the comin = 
eiithe loa es Selected Bonds 
We can also safely assume, unless the war For Income and Price Appreciation 

ends suddenly, that this year will witness a- _— 
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coverage will also suffer. This prospect accounts = 
for the recent weakness in quoted prices of hold- “wy 
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Selected Preferred Stocks 
Attractive for Income 
1942 

Price Range Recent Current 

Issue High Low Price Yield % 
American Bank Note, $3..... 41-4114 42 7.14 
American Car & Foundry, $7....... 7334-68 70 10.00 
Mitlns Cees GPs. 555 655.05 ose htiw se 5014-49 49 6.12 
Chicago Pneumatic Tool, $3 Conv.... 3934-3614 37 8.11 
Cousibte Steel, $5... esi eeccee 794-74 7s 6.67 
Distillers Corp.-Seagrams, $5........ 77'%e-70 77 6.49 
Houdaille-Hershey A, $2.50....... 34 -27 33 7.58 
International Paper, $5............ 6034-5414 $5 9.09 
Jones & Laughlin A, $5........... 64 -58% 59 8.47 
A 9114-84 85 5.88 
Republic Steel A, $6.............. 8634-8014 81 7.41 
Sharan Steel, SF. -... oon ces ccccces. 60 -53 56 8.98 
Sharp & Dohme, $3.50............ 6114-55% 58 6.08 





that not a few others will follow suit before the year is 
out. Recently one prominent company announced its 
intention of borrowing funds for the purpose of enlarg- 
ing working capital and paying dividends. 

Several other features of the proposed tax legislation 
will hit certain groups of companies. These include, for 
example, stiffer excise taxes on cigarettes and soft drinks. 
Both of these groups are already faced with vexing prob- 
lems which may take a heavy toll of earnings. Oil and 
mining companies would be adversely affected by the 
proposal to reduce the present allowances for depletion, 
although there appears to be at least an even chance 
that Congress will disregard the Treasury’s proposal in 
this respect. It has also been proposed that capital 
losses no longer be deductible from operating income. 
Such losses were an important factor in bolstering the 
earnings of Chesapeake & Ohio and Electric Bond & 
Share last year.. Bank earnings will suffer if the pro- 
posed heavy surtaxes are enacted. 

As a final assumption, the probabilities are that the 
Treasury proposals represent the worst that can be 
expected in the way of taxes this year. And it is not 
unlikely that these proposals may be more or less modi- 
fied in the final bill. Such being the case, it may well be 
found before the year is out that the decline in common 
stock values has in a large measure reflected the full 
possible effects of a drastic measure, and in a number 
of instances the impact of heavier taxes will turn out to 
have been less than is now anticipated. 

I have pointed out here the more obvious spots in 
which the tax blow is likely to fall hardest. If an 
investor is substantially committed to issues where these 
adverse tax conditions appear, he is in imminent danger 
of having his income curtailed. Such being the case the 
safest procedure is for him to go ahead on the basis, 
not that the burden of heavier taxes will be lighter than 
the Treasury proposals, but that it will be fully as heavy 
as now indicated. If, for instance, he finds that say a fifty 
per cent cut in the dividends received last year from tax- 
vulnerable issues would seriously jeopardize his scale of 
living or other financial plans, immediate steps should 
be taken to substantially weed out such issues in favor 
of others offering a more secure rate of return. 
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There is one group of issues which might be 


effectively employed for this purpose. That is 
second grade railroad and industrial bonds. The 
favored position of this group of securities has 
not gone unnoticed by investors, as witness their 
sustained market strength in recent weeks. Gen- 
erally speaking, it is usually a good idea to look 
with some degree of skepticism on any security 
or group of securities concerning which there 
appears to be a widely expressed unanimity of 
opinion. In this instance, however, the merits 
of second grade industrial and railroad bonds 
appear to have sufficient basis to justify their 
substitution in reasonable amounts for com- 
mon stocks and other issues which are likely 
to suffer most through the imposition of higher 
taxes. 

Railroads are today moving a record-breaking 
volume of freight traffic. Moreover, passenger 
traffic which had been in a long-term decline is 
mounting rapidly. Operating efficiency of most 
leading carriers has been greatly increased in recent 
years, with the result it is now possible to move a ton 
of freight much more cheaply in terms of operating and 
maintenance costs. This means that a greater percent- 
age of the increase in revenues is being carried to net 
operating income and subsequently made available for 
bond interest and other fixed charges. Bond interest, 
for tax purposes, is treated as an expense and is there- 
fore a charge against income ahead of taxes. At the 
present time there is no indication that bond interest 
will be deprived of tax exemption, although on occasion 
there have been rumors to that effect. 
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Railroads in Favored Position 


The railroads have been granted freight and passenger 
rate increases which will partially offset the increase in 
wage rates. Increased traffic is being counted on to 
more than offset the balance. Remembering the hard- 
ships and financial disasters of other years railroad man- 
agements are taking advantage of their current pros- 
perity to strengthen their treasuries and reduce their 
indebtedness, rather than resume or increase dividends. 
This policy naturally is to the advantage of bondholders. 
Finally, the railroads do a cash business; large receiv- 
ables are not a problem. 

Notwithstanding the fact the current quotations of 
the majority of second grade rail bonds are well above 
their 1941-42 lows, there is still a wide choice of issues 
available on a generous yield basis. Selected issues 
among this group (see accompanying table) in addition 
to offering an attractive income also promise important 
price appreciation as their position becomes further 
strengthened. 

Among second grade industrial bonds there are various 
issues representing obligations of companies which under 
normal conditions would be rated as marginal. With 
the impetus of war orders, however, these companies 
are enjoying greatly increased income with a corre- 
sponding widening in the margin of safety accorded bond 
interest. Like rail bonds selected issues in this group 
afford a choice of sound income mediums, at least for 
the duration. (Please turn to page 727) 
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Public power brawl over stubborn efforts by the 
reformers to broaden the Federal power program in the 
guise of national defense is taking shape. Wyoming's 
democratic Senator O’Mahoney has created the newest 
sore spot by shirttailing to a national mineral] survey bill 
a rider authorizing the Interior Secretary to build and 
operate generating facilities and transmission lines essen- 
tial to war activities. O’Mahoney knows the mineral 
study is universally popular, is invoking that threadbare 
strategy of disguising smelly pork with egg and bread- 
crumbs. It just won’t work. The bill might sidle 
through the Senate. It can’t pass the House. If you 
want a preview of House reaction, scan the recént 
Military Affairs Committee report excoriating the Rural 





Washington Sees: 


The much criticized 40-hour week is on the 
skids, but its disappearance will be delayed. Much 
of the heat has been removed for the present by 
Labor's agreement to give up double time for 
Saturdays and Sundays when they are part of 
40-hour week. Revolt on labor issue is strongest 
in the House, weakest in Senate. All House 
members approach election, many scared stiff by 
genuine storm of public protest on way labor 
question has been handled. But protest also 
centers on politics as usual. It boils down to 
resentment that politicians and labor leaders 
have not "converted to war." 


Those who clamor for restrictive labor legisla- 
tion might bear in mind that corporate profit 
limitation would go with any such bill. Treasury 
does not favor rigid 6 per cent limit on profits 
per war contract. Yet this would be in any bill 
proposing to suspend the 40-hour week and 
freeze the closed shop issue for the duration. The 
two will be voted for or against together. Pos- 
sibly for in the House. Undoubtedly against in 
the Senate for the present. 
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Electrification Administration for using copper. Copper 
was only a convenient excuse. Real fact is that alert 
conservatives seized an opportunity to deal the public 
power program a belly blow. 


Treasury officials are uneasy over declining defense 
bond sales. They shrank from 480 million in the first 
two weeks in January to 455 million in the similar 
February period and 312 million in the opening 14 days 
of March. Public reaction against civilian defense frills 
and insipid labor policy along with March income 
accountings brought this decline. Treasury men are 
hopeful — but not confident —this trend will reverse. 
Around July they'll angle for emotional appeal by 
changing the name to war bonds. 


Motor fuel from farm products. That’s the goal of a 
pilot plant just placed in operation by the Agriculture 
Department. It’s fully equipped with the most modern 
machinery available, large enough to produce 500 gal- 
lons of fuel spirits a day. Specially developed strains 
of veast are to be used in fermenting raw materials. 
Corn has been selected for first raw material to be 
explored. Investigations will be later broadened to cover 
many farm products and byproducts. 


Win the war with releases. To expedite this 
slogan W P B adds daily to its high-pressure opinion 
shapers. Most recent W P B acquisition is Harold 
Ickes’ personal publicity man, on the Interior Depart- 
ment payroll since early New Deal days at $7,500 
annually. Mike Straus was just another Chicago news- 
man until Ickes gave him a job as Interior Department 
propaganda hawker. Now he lives in a Washington 
mansion, has been shifted to the W P B payroll to bally- 
hoo the production drive. Incidentally, Mike’s brother 
also serves at W P B.  He’s assistant to the top press 
agent. 


press 


Archibald McLeish, Office of Facts and Figures boss, is 
aiming to be top propaganda dispenser. He wants to con- 
trol press and air. Watch his speed. Already he’s telling 
Federal agencies what they can release. 
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Inventory standards are being set up by WPB for every industry, 
every business, every shop. It's not generally known but priority 
regulations can cover every transaction right down to the purchase of 

a half dozen bottles of mouthwash by the village druggist. So to head 
off hoarding and over stocking, WPB claims it will establish inventory 
standards which can't be violated. Temporarily, a three months’ supply 
will be viewed as a fair inventory. This general rule of thumb will 
later be displaced by the multitude of specific standards WPB is 
promulgating. Basically, the gesture is calculated to scare wholesalers 
and merchants from filling their bins and shelves. It will be launched 
with plenty of publicity—and christened with WPB prayers. It can’t be 
policed. 















Sales tax outlook as of today. Probably it will be written into 
the revenue bill by House Ways and Means Committee. Possibly it may 
pass the House. Likely it can’t pass the Senate. Opposition by 
organized labor is hurting. 

Central purchasing agency to do all War and Navy buying is on 
the way. It may be retarded, but it’s inevitable. Probably it will be 
composed of civilians. Army and Navy top men still fight this 
innovation. WPA is swinging around to favor it. Particularly 
significant is the alert lobbying of labor leaders for this change — 
they claim small business and workers would get a better break from 
civilian buyers. 
















































Renaissance of the public is frightening, angering the 
Administration. Already you've seen some reactions. Watch for more. 
Striving to make the nation aware of war dangers, politicians have 
awakened the nation to Washington faults. Now they're resolved to thrust 
the populace back into a comatose state of happily accepting the 
Roosevelt program. Every sedative dose will be administered, every 
device employed. Voters will be cajoled,flattered, whacked. Unfurled 
and flung across the land will be a cry that criticism hurts the war 
effort, helps the enemy. That will be the keynote. 

Donald Nelson has been enticed into this concerted political 
action against an aroused public. Nelson's best friends were amazed 
when he went on the air and admonished Americans to hold their tongues 
lest they aid the Axis. This, they feared, might lessen public 
confidence in his integrity, his ability to succeed where others have 
failed. They hope he won't repeat. 














A rubber extender developed by Federal chemists will soon be 
under test production in a pilot plant being erected by the Agriculture 
Department. By mixing this material with natural rubber from the rubber 
tree or the guayule plant the amount of commercial rubber produced from 
natural rubber can be substantially enlarged. The extender is made 
from a widely produced but. thus far unidentified farm crop. Scientists 
are particularly intrigued by the extender,regard it as a promising. 
innovation. 

Insurance industry has lost a rough house scrap aver the new 
war damage insurance program. As a result, most of this property risk 
will be reinsured by the War Damage Corporation with only slight 
participation by private companies. Topflight fire insurance companies 
in New York caucus had agreed to split the nation into four zones, with 
extremely high rates in danger areas, lower charges inland. Maximum 
premium would have been $1.80 per hundred along the coasts. Congress wrecked 
this formula, insisted on uniform rates throughout the nation starting 
at 10 cents per hundred. Here's the angle insurance executives won't like 
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—the Senator who actuals torpedoed the aad rate schedule is 
Francis Maloney of Romnecticwy, = a the Hartford insurance 
center, 


Boland bill re revampi ng the capital gains tax has failed to win 





adequate suppo support in the Ways and Means Committee to assure its adoption. 
The bill proposes to (1) segregate captal gains and losses from regular 
income; (2) restrict deductions ‘of losses to segregated gains; (3) set a 
rate to produce maximum revenue; (4) eliminate the holding period, and 
(5) carry losses forward two or three years. Congressmen are pelted 
with letters endorsing the plan but the possibility of its being 


substituted for the Treasury scheme appears remote right now. | 
Organized Labor has even told the Ways and Means Committee the 


capital gains tax should be repealed "or sharply modified to tax capital 
gains at lower*rates and to liberalize the provision for the deduction of 
capital losses." This recommendation came from the American Federation 
of Labor. The Federation added —failure to take such action in 

earlier laws has led to a sharp reduction in: capital available for new 
venture enterprises, because of the heavy taxes involved if the business 
venture is successful, and because of the denial of reasonable credit 
against other profits if the new venture is not successful." 

















Typewriter industry has been saved temporarily — and only 
temporarily — by the armed forces. Donald Nelson wanted to convert the 
entire industry to war production, still does. He said so publicly in 
early February, argued guns were more important than typewriters to 
soldiers in the fox holes of Bataan. But the War and Navy Departments 
raised such a howl for new typing machines that Nelson reneged, ordered 
production cuts of only 25 per cent April and May and 47 per cent in 
June. This temporizing can't insure maximum war output by an industry 
especially adaptable to making small arms and ammunition, must resolve 
itself into a straightforward course under which typewriter plants will 
be wholly diverted to munitio : making. By this time next year 
typewriter fabricating will be either ended or confined to a victory 
model in one factory. 

Air mail rate —fixing law can't avoid post war revision. 
Existing version discourages economy in operation, encourages 
extravagance by the lines. Rate revisions now under way assess terrific 
penalties against the best-managed carriers in the country. Income is 
slashed, and stockholders as well as operators suffer. Efficiency is 
plundered. But systems with high operating costs escape this official 
pilfering, continue to collect premium rates unmolested. Probably war 
worries will defer revision of the law but you can mark it down for an 
after the war overhauling. 

Wage control of some type is ultimately inevitable. The 
President has come to comprehend that. So, too, have his congressional 
henchmen, The bulk of Congressmen favor wage curbs in @ groping sort 
of way. They believe it's unavoidable, don't know precisely how to. 
achieve it without digging their own political graves. They want 
somebody to rationalize it for them but to date their White House man 
has shown no disposition to lead them out of this wilderness. 

















More defense housing in the vicinity of industrial centers will 
come as an echo from the tire and auto ban. Office of Defense 
Transportation is discouraging long-haul of defense workers. Already 
that outfit has told Federal housing officials the responsibility for 
providing dwelling accommodations closer to jobs is theirs. Congress. 
shortly will vote more millions for this construction. 
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THE BLOW TO 
RETAIL TRADE 











BY WARD GATES 


‘i pulse of a people can best be determined by its 
retail purchases in war or in peace. When the pulse 
beats rapidly and the tempo of buying is, of consequence, 
accelerated, it means volume, just as slow beats and 
fewer sales mean retrenchment. 

We’ve been at war since last December. But we have 
experienced high wages, gains in employment, rising 
prices and “bursts of buying” since lend-lease became 
operative. Therefore, any survey of retail trade should 
not be confined to the period following Pearl Harbor, 
but must reach back to shortly after the Nazi invasion 
of Poland. Likewise, we must take into consideration 
such indices as will portray, with a reasonable degree of 
accuracy, what to expect during the balance of the year. 
probably the last war year when inventories will be suffi- 
cient to meet general demand. 

A glance at graphs illustrating the trend of retail trade 
from 1940 through the first quarter of the current year 
is insufficient to tell the story. At first blush it appears 
as though sales were rising rapidly, when, because of 
higher prices, only dollar values have risen rapidly and 
volume sales have increased only shghtly above normal. 
An honest evaluation of our retail business must take 
into consideration both factors, dollar values and vol- 
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ume of sales. We must not permit an “optical illusion,” 
like a false beacon, to lure us on to the rocks of misin- 
formation and mis-confidence. 

The constantly repeated cry from White House to 
counting house that we must not permit “inflation” to 
debase our currency sounds rather futile when you con- 
sider the fact that inflation actually cost the retail 
consumer approximately $700,000,000 for the month of 
January alone, and is increasing steadily. Inflation isn’t 
around the corner as politicians would have you believe, 
inflation is sitting squarely in the center of the street, 
with its feet and its hands resting upon the counters 
and tills of our retail establishments. 

The Department of Commerce for the past thirty- 
eight months has repeatedly told us that retail sales each 
month surpassed those of its predecessor. True, when 
the dollar is used as a yardstick. But for the past several 
months the dollar is not an accurate yardstick, because 
the dollar does not represent 100 cents in purchasing 
power. 

In reality physical volume started to decline last 
October and is still on, the slide. Retail prices have 
climbed steadily at the rate of 2 per cent a month, with 
possibilities of an actual increase since 1939 of about 
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45 per cent before December 31. If that isn’t inflation— 
what is? 

The recently issued statement of the Associated Dry 
Goods Corporation, who operate eight leading depart- 
ment stores including Lord & Taylor and James Mc- 
Creery & Co. in New York, as well as stores in Newark, 
Buffalo, Minneapolis, Baltimore and Louisville, and 
which can be accepted as a fair criterion, shows a net 
profit of $2,623,066 in the fiscal year ending January 31, 
after special taxes and provision for a special reserve 
of $500,000. The previous year with no provision for a 
contingency reserve the net profits were $2,312,000. But 
that tells only part of the tale. Here is the gist of 
it. In 1941 sales aggregated $73,923,850, while transac- 
tions numbered 28,003,000, with the average gross sale 
at $3.08. The previous year gross sales were $63,383,- 
675, with 26,241,000 transactions, and an average of 
$2.83 per gross sale. There you have 104% million dollars 
increase in gross sales, with less than two millions in- 
crease in transactions and an increase of 25 cents on each 
gross sale. 

If graphs are often an optical illusion in estimating 
retail trade, headlines are even more so. They should 
be accepted with reserve. Probing beneath the surface 
we find such statements that department store sales rose 
18 per cent during the week of February 28, and early in 
March that New York and Brooklyn department store 
sales showed an increase of 20 per cent over the corre- 
sponding week a year ago, are no accurate indication of 
potential earnings. 

Stocks on hand have, of course, increased in dollar 
value. Inventories, on the whole, have been fairly large 
and retailers all over the country are buying, buying, 
buying to the utmost of their ability or credit. They 


are buying for the simple reason shortages, in hard 
goods especially, appear imminent. When present high 
inventories are depleted and new merchandise becomes 
unobtainable, scarce or largely ersatz, the reverse of the 
medal will become evident. 
When styles are frozen, when soft goods are sold 


strictly on a utilitarian basis and when installment buy- 
ing has been largely wiped out because of dearth of 
merchandise usually sold on that plan, or because of 
increased Government regulations, what price then for 
the retail stores who thrived largely on our vast army 
of vanity buyers? Credit sales are already staggering 
from a body blow, according to the National Retail 
Credit Association, although collections were better by 
2.7 per cent. 


Cry of "Wolf' 


We are settling into our war stride. More money, 
the result of war wages, is in circulation. But some of 
those higher wages are being paid to department store 
workers who have, in recent months, banded together 
in unions largely affiliated with the C.I.O. The silk 
stocking fiasco has made American retail buyers more 
cautious. When priorities, allocations and shortages 
were in swaddling clothes, when Japanese silk became 
unobtainable there was a “run” on silk stockings. 
Department stores did a bonanza in that line until their 
stocks were exhausted. Stocking stockings became the 
rage and, of course, prices rose. Then it was discovered 
that the stocking shortage was only a cry of “wolf” and 
sufficient stocking stocks existed. Women who had 
spent large portions of their annual clothing budget for 
silken hose which they didn’t need felt foolish, felt they 
had been tricked, and there is little likelihood they will 
repeat the performance on any elaborate scale. In some 
instances they haven’t the money available—it all went 
for silk stockings. 

Then there is that all-important item of deliveries to 
be taken into consideration. We have become a nation 
of “softies” where carrying parcels is concerned. The 
telephone, generous exchange of merchandise and trial 
sales policies, as well as rapid deliveries, have become 
deep-rooted in our shopping habits. Deliveries are made 
by rubber-shod trucks. The rubber shortage means the 
curtailment of the use of delivery trucks and customers 
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are being urged to carry small packages with them, and, 
in some cases, fees are charged for the delivery of pur- 
chases under a certain size or value. As we plunge 
deeper and deeper into an all-out war additional ob- 
stacles will be placed in the path of vanity buying. 

So far there have been no definite steps taken in the 
matter of rationing general merchandise, either soft or 


durable goods. But it is short-sighted to sit back and 


imagine we can fight a prolonged and victorious war and 
not have to resort to rationing before the last shot is 
fired. 

Mail order houses have begun to feel the pinch in 
material restrictions. February sales figures for Sears, 
Roebuck and Montgomery Ward reflect this. The year- 
to-year gain of both companies showed a sharp decline 
in recent months. Sears showed a 23.4 per cent increase 
compared with a 30.2 per cent increase in January and 
39.3 per cent for the 12 months ending January 31. 
Ward’s gain was 12.2 per cent compared with 23.5 per 
cent in January and 25 per cent for the 12-month period. 
Both companies have been able to meet the strong de- 
mand for soft goods, but restrictions on the sale of tires, 
refrigerators, typewriters and steel furniture and other 
durables, is bound to be reflected in their volume and 
dollar totals. 

The Commerce Department admits the retailers’ 
problem is both unique and complex, and that most 
retailers were caught unprepared. The bulk of inventory 
accumulating was done by large retail stores in our big 
cities, the Department states. But in smaller communi- 
ties and in smaller stores the increase in inventories has 
not been considerable. This may mean several things. 
It may mean the smaller merchant is using this oppor- 
tunity to “unfreeze” merchandise which has been on the 
shelf more than normal time; it may mean a reluctance 
to stretch credit standings, inability to increase credit 
facilities or inability to compete in the open market with 
large buyers. 

The inference is that big retailers are in a better posi- 
tion to profit than their smaller rivals. In Great Britain 
smaller retailers have been hard hit. A comparison of 
inventory figures of both large and small stores here is 
illuminating. Small stores with sales of under $10,000 


APRIL 4, 1942 


annually started the year with inventories 7 per cent 
higher than the start of the previous year, part of which 
was due to price rises. Progressive percentage increases 
are shown in inventory sizes until those with sales of 
$100,000 or more annually show a gain of 26 per cent. 
When you bunch all of the inventory figures it becomes 
evident, according to the Commerce Department’s re- 
port, that most of the stocking was done by household 
appliance dealers. Their increase is set at 66 per cent, 
while furniture stores showed a 34 per cent increase. 

When profits are figured, despite increase in dollar 
sales, profits will undoubtedly be less. Increases in taxes, 
in labor costs and inability to meet the demand for all 
types of merchandise as well as restrictions on install- 
ment buying will be reflected in 1942 financial state- 
ments. Canada has been in the war considerably longer 
than we have yet higher income and national defense 
taxes there have had comparatively minor effects upon 
retail trade in 1940 and 1941—although net incomes have 
felt the pinch. Retail trade in Canada has followed 
much the same pattern as that in this country despite 
the heavy tax burden. 


Inventories Can't Last 


Our present inventories can’t last. Conversion of 
many plants to war supplies, as well as priorities on raw 
materials, mean but one thing. Existing facilities for 
production of consumer goods will become smaller. The 
supply of non-durable consumer goods for civilian con- 
sumption this year will probably be about 90 per cent 
of 1941, but what about 1943? Durable goods will be 
hit much harder. Present predictions are that the 1942 
output will be scarcely more than a third of the 1941 
volume. It is estimated that about 85 per cent of con- 
sumer expenditures last year went into non-durable 
goods and services. Ability this year to produce non- 
durables is strictly limited. The most acute shortages 
of raw materials will be in wool, leather and certain 
chemicals, while gains will develop in cotton goods. 

The National Association of Purchasing Agents re- 
ported in its monthly summary: “The general business 
situation seems to be in a fluid state with little over-all 
change from the past two months. The general ten- 
dency is toward a point of stabilization with war indus- 
tries advancing production while non-essential commer- 
cial lines slow down.” 

Sales of men’s wear is a striking illustration of com- 
pensatory buying. Men who are draft exempt, who have 
the money and give the matter serious thought, are, in 
many instances, buying additional suits of clothing, over- 
coats, top coats, shoes, hats and haberdashery to offset 
possible shortages or ersatz materials. This has given 
some impetus to sales and helped to offset the tremen- 
dous decrease in clothing and haberdashery buying by 
those in the Army or faced with military service. But, 
as the number of Americans taking to military uniforms 
increases, the sale in men’s goods is bound to decline. 

Department stores in the larger cities are crowded. 
Sales are still the order of the day. Shoppers are still 
picking and choosing and will continue to follow this 
practice as long as merchandise is available. But operat- 
ing costs are mounting and much higher taxes are 
coming. It doesn’t require (Please turn to page 728) 
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Installment Finance Companies 
On the Spot 


BY J. C. CLIFFORD 


Wars the manufacture of automobiles was stopped 
by Government order and the sale put under allotment, 
the sales finance companies received a severe set-back. 
The present inventory of new automobiles, estimated 
between 600,000 and 700,000, will be parcelled out over 
the entire war period. This total is but a small portion 
of the quantity sold in any one year in fairly good times. 
It is apparent, therefore, that the annual sales of auto- 
mobiles from now on will be very small indeed. 

The importance of the sale of automobile to finance 
companies is indicated by the fact that wholesale and 
retail automobile paper alone exceeds 60% of the total 
paper purchased. Under the stimulus of this and other 
durable goods sales, the volume of installment financing 
established a new peak last year. 

The real growth and expansion of the sales finance 
companies did not come until after the last World 
War, although there were several companies in operatidh 
when the War began. It was then that the automobile 
manufacturing companies adopted this method for dis- 
posing of their greatly increased production. This 
method of sales became a success. It aided materially 
in the growth of the motor industry. Because of this 
growth, the automobile manufacturers were able to rein- 
vest their surplus profits and expand research facilities. 
Thus prices were reduced and the product improved. 
Similarly, related and dependent industries such as acces- 
sory manufacturers shared in the growth in the volume 
of business. It is interesting to note that these same 
companies are now important factors in the produc- 
tion of armament for the Government. 


there are now more than one thousand such companies 
operating in this country. Many of these concerns are 
small and only 150 operate in more than one city. The 
six largest companies transact approximately two-thirds 
of the business of all such firms combined. Financing 
the sale of automobiles is the sole business of some and 
the principal business of the largest. Hence the impor- 
tance of automobile sales. 

The decline in new car financing started toward the 
end of last year, and its severity became pronounced 
when the War Production Board placed restrictions on 
the sale of new automobiles. Thus there was a decrease 
of 78% in the amount of new motor financing from 
December, 1941, to January, 1942. The decline was in 
dollar volume of paper acquired and in the number of 
cars. Total automobile financing in January amounted 
to $54,766,452. Only $9,666,816 was in new passenger 
car paper, and $3,013,143 in new buses, trucks and 
tractor-trailers. The used car volume held up better. 
It amounted to $39,843,646 and that of trucks was 
$2,242,847. The demand for used cars and the possi- 
bilities of obtaining better prices may help to prevent too 
great a decline in volume, although higher employment 
and wages may increase the number of cash sales. 

Some of the other durable goods sold on the install- 
ment plan are refrigerators, radios, heating systems, 
furniture, household and similar appliances. Some firms 
specialize in financing the sales of various types of heavy 
machinery, barber and beauty shop equipment and 
vending and music machines. The following figures 





Installment sales volume continued to 
expand until it reached a peak in 1929. 
At the end of that year, it is estimated 
that the total volume owed by the pub- 
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The growth in the sales finance busi- 
ness is indicated also by the fact that 
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show the percentage of installment sales to the total 
sales in various important industries: Automobiles, 
64%; Furniture Stores, 60%; Household Appliance 
Stores, 55%; Jewelry Stores, 30%; Clothing Stores, 10%; 
Department Stores, 11%; Auto Tires and Accessories, 
15%, and Heating and Plumbing, 20%. 

In recent years some “soft” material such as draperies 
and curtains have been offered on limited payment or 
“budget” plan. 

In spite of the rapid growth of the installment finance 
business in recent years, the volume of installment sales 
to total retail sales is relatively moderate. In no year 
on record has it exceeded 12% of the total. 

Due to restriction imposed by the Government and 
because of the scarcity of certain durable goods, it seems 
probable that there will be a decline in the percentage 
of retail sales that are financed this year and _ possibly 
for the duration of the war. This decrease, particularly 
in the important automobile field, may cause some of 
the small companies to cease operations until after the 
war is over. Consequently large and well established 
organizations such as the Commercial Investment Trust 
Corporation and the Commercial Credit Company may 
find their competitive position strengthened. The better 
diversification of the business of these companies is 
beneficial, because some branches are making highly 
satisfactory progress. 

Commercial Investment Trust, succeeding to business 
originally founded in 1908, has grown until it now is the 
largest installment finance company in the field. In 
addition to the usual finance company operations, the 
corporation does a factoring business, and owns the 
entire capital stock of the National Surety Company. 
In 1941, the corporation showed the largest volume of 
obligations purchased in its history; namely, $1,638,679,- 
148. This was considerably in excess of the corre- 
sponding volume of $1,285,016,744 reported in 1940. 
This sizeable increase took place despite the drop in 
business transacted in the last quarter. 

Combined net earnings, including undistributed net 
earnings of National Surety Corporation and its subsi- 
diary, but after all taxes, were $17,324,310, as compared 
to $15,805,222 reported in 1940. After preferred divi- 
dends, earnings available for the common stock were 
$16,918,685, or the equivalent of $4.78 per share of com- 
mon of which there were 3,539,888 shares outstanding 
in the hands of the public on December 31, last. This 
compares with $15,399,597, or $4.35 per share on 3,539,- 
276 shares similarly outstanding at the close of the 
previous year. Direct taxes were $11,487,149 in 1941 
against $7,287,297 in 1940. 

The consolidated balance sheet of December 31, 1941, 
shows total current assets of $627,795,872, as compared 
to current liabilities of $407,102,686. Total assets were 
$671,559,367, as compared to $582,887,036 in the previous 
year. The 1940 balance sheet shows current assets of 
$567,770,494 against current liabilities of $339,604,801. 
The substantial backlog of receivables on hand at the 
beginning of the year will decrease as the monthly pay- 
ments are made, thus permitting the corporation to re- 
duce its reserve for deferred income. Furthermore, the 
funds resulting from the excess of payments over new re- 
quirements can be used for debt reduction. Likewise it 
is possible to adjust expenses in line with smaller volume. 
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The volume of income from outstanding paper sheuld 
hold up fairly well for some time further. Furthermore, 
the National Surety Corporation had a good year with 
the largest underwriting profit and investment income 
in its history. Because of the large volume of bonding 
on defense contracts, it is expected that the corporation 
will make further important gains over last year. The 
factoring division of the corporation is also making sub- 
stantial progress over the previous year. The demand 
for textiles, shoes, hosiery and other lines continues to 
be excellent, with the result that this division should 
miake a very good showing profitwise. The demand for 
funds to expand armament industries has opened an- 
other source of revenue to the corporation. The pos- 
sibilities in this field are limited by the care with which 
such loans are made and by competition from commer- 
cial banks and Government agencies. 

There are prospects that earnings will decline further 
this year and this may affect adversely the rate of divi- 
dend payments. Much of this appears to have been 
discounted at current levels of the shares, although the 
outlook appears uncertain as long as the war lasts. 

Since its incorporation in 1912, the Commercial Credit 
Company has expanded greatly. Some of its recent 
corporate acquisitions are the Textile Banking Co., 
Edmund Wright Ginsberg Corp., American Credit In- 
demnity Co., Manufacturers Finance Co., and the 
Pennsylvania Indemnity Fire Corporation, with the 
result that the company is (Please turn to page 729) 
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How the Dairy Companies 
Are Adjusting to War 


BY A. BANCROFT WELLS 


Bucs though you can’t increase the 
number of cows by bookkeeping or war 
time speed-ups, you can boost the size 
and the quality of the milk crop, and 
you can re-gear the dairy industry to 
meet new demands. The National Dairy 
Products Corporation, in line with other 
major dairy firms, is clearly demonstrat- 
ing this. The cow has gone to war. 

When the call came to “keep ’em 
milking!” the nation’s four million-odd 
dairy farmers rolled up their sleeves a 
notch higher and got to work. This 
year about 100,000,000 “spigots” on the 
nation’s 25,000,000 cows will squirt more 
milk than ever before in the nation’s 
history. The goal is 125,000,000,000 
pounds of milk. From that milk the 
Government wants 1,075,000,000 pounds 
of cheese, 17 per cent more than 1941, 
37 per cent more than 1940; 4,320,- 
000,000 pounds of condensed and evap- 
orated milk, 25 per cent more than 1941, 
58 per cent more than 1940; 2,100,- 
000,000 pounds of butter, 9 per cent 
more than 1941, 13 per cent more than 1940; 619,000,000 
pounds of dry skim milk powder for animal feed and 
human consumption, 30 per cent more than 1941, 28 per 
cent more than 1940. Most of the increase in skim milk 
powder will be for human food, with a 40 per cent in- 
crease in production over 1941. 

That’s a big order. But three reasons prompt it. 
Increased consumption of milk and dairy products at 
home; export requirements under lend-lease and other 
agreements, and creation of a reserve for military use. 
The cheese increases will be largely in American (ched- 
dar) cheese. 

The export phase of the dairy business is enormous 
now. Here are some figures which are almost breath- 
taking. Cheese deliveries for British shipment from 
April 29 to December 1, 1941 (latest available) were 
approximately 84,000,000 pounds, or five times the quan- 
tity shipped in the 10 years preceding; dry skim milk 
(human consumption), 25,000,000 pounds, three-fourths 
as much as all powdered milk shipped during 10 preced- 
ing years; evaporated milk, 306,000,000 pounds, three- 
fourths the volume of the 10 preceding years. And for 
1942, and thereafter, as long as the war lasts, those 
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figures will look small. 

As in all fields, the brunt of the burden of meeting 
the war demands falls on the larger units. Another occa- 
sion for us to voice thanks for the development of large. 
efficient, resourceful multiple units. The National Dairy 
Products Corporation is an excellent example of this. In 
the fall of 1941 the Government called for 2,000,000 
pounds of cheese. Delivery was to be made within six 
days at an Atlantic port. National Dairy’s Kraft sub- 
sidiary got on the ’phone, called plant managers all over 
the country. Down in the Ozarks a Kraftman said: 
“Yes, we can.” In a few hours the much needed cheese 
was rolling toward its destination. 

The vastness of the dairy industry has complicated 
the production task. National Dairy is the major unit. 
Despite this, it handles less than 10 per cent of all milk 
produced on the nation’s farms. Different from the steel 
industry. There a half dozen companies represent the bulk 
of steel capacity. The same applies to the leaders of the 
automobile industry. But it would take New York’s huge 
Madison Square Garden many times over to hold the 
representatives of a majority in the dairy industry. 

You can’t solve the dairyman’s herculean task by 
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simply pushing a button. Here are a few of his prob- 
lems. How to get 8,000,000,000 more pounds of milk 
from cows this year. There isn’t time to increase the 
total number of cows in herds. A greater proportion of 
the herd will have to be milked. Culling of poor pro- 
ducers will probably be reduced, and beef-type cows will 
be milked. 


Sales Are a Problem 


Most of the gains will probably come from stepping 
up the output per cow. This can be achieved only 
through heavier feeding—mostly grains. This brings 
into play the economic relationship between the cost of 
the additional feed and the prices received by the farmer 
from the sale of the resultant milk and butterfat. Milk 
production during the first two months of 1942 was 
behind the rate necessary to achieve 1942 milk produc- 
tion goals because of the high price of feed grains rela- 
tive to farm prices for milk and butterfat upset the 
foregoing relationship, discouraged heavy feeding. This 
condition may prevail during the first half of the year. 
Better conditions are hoped for in the last six months. 

The next problem is that of sales. In 1941, slightly 
more than 42 per cent of all milk produced was sold at 
wholesale by farmers in the form of whole milk. The 
remainder was either consumed on the farm; retailed 
direct to fluid milk consumers in nearby villages or 
towns; or, most important, separated with the cream 
being sold and the skim milk being fed to the 
farm livestock. 


But the manufacture of whole evaporated 
milk and whole milk cheese requires whole milk 
to be delivered by the farmer. Further, if the 
skim milk powder is to be produced in quantity, 
the farmer may have to deliver the whole milk 
even to butter factories. The Government esti- 
mates that—to achieve the 1942 goal—farmers 
should deliver about 47 per cent of their total 
milk production in the form of whole milk to 
the nation’s dairy plants. The farmer won’t do 
this without price inducements. Delivering 
whole milk calls for extra effort. Relinquishing 
skim milk means he will have to buy other high- 
protein feeds for his livestock. Then there is 
the important physical problem of transporting 
a tremendous additional quantity of liquid to 
market. It takes about eight pounds of milk 
to make a pound of cream. If farmers change 
over from selling cream to selling milk at the 
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The phenomenal demand for cheese and evaporated 
makes it necessary to divert milk from creameries to 
cheese and condensing plants. This occurred to a major 
degree in recent months, due mainly to inducements in 
the form of abnormally high farm prices for milk to be 
made into cheese and evaporated, as compared with the 
farm price of milk for butter. 

Sounds simple—but it isn’t. As more milk flowed into 
cheese and evaporated, butter production was affected— 
and with it, the volume of skim milk available for 
powdering. Result: deliveries of powdered skim milk 
were far below the Government’s 1941 goals. To bolster 
the output of skim milk powder, the Government is 
encouraging an increase in milk shipments to creameries. 
That makes it evident that to attain the goal a sound 
interplay of ail economic and physical factors involved 
will be vital. 

The rubber shortage is the major problem facing the 
fluid milk branch of the dairy industry. The WP B has 
requested certain changes to conserve rubber; alternate 
deliveries, daylight delivery, consolidation of routes, 
elimination of special deliveries. Then there is the short- 
age of sugar—but it works two ways. On the one hand, 





it causes the ice cream branch of the industry to use new 
sweetening agents; fluid milk companies, too, must re- 
place sugar in various milk drinks. But, simultaneously, 
sugar shortages hit the soft-drink field, long a competi- 
tor of milk—so that in the end, dairying may benefit 
more than it is harmed. 
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in 1942. With the tire and metal situation affect- 
ing truck transportation and milk cans, the 
handling of this tremendous increase in volume 
will be a considerable problem. 


The location of dairy products manufacturing 
plants is concentrated in relatively few regions. 
Heretofore, the creamery has been the dominant 
factor in the manufactured dairy products field, 
taking five times as much milk as went into 
cheese, seven times as much milk as was used 
for condensed or evaporated. 
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air, navy and marine bases. in addition, thou- 
sands of tons of products were supplied the 
Government for shipment to our allies. 

National Dairy’s entire resources and experi- 
ence are centered on one task: helping to pro- 
vide America with the food needed for strength 
at home and victory abroad. That the task is no 
small one is shown by the chart at the right. 
Government production goals for the dairy in- 
dustry in 1942 call for still further increases 
over even 1941's record-high output of milk - 
and dairy products. 
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Thos. H. Mcinnerney, chairman of the board, National Dairy 
Products Corp., looks well pleased as he examines a new sam- 
ple of cloth made with Aralac, the company's milk-fibre product. 


Other war time problems are material restrictions, 
which to date have had little or no adverse influence: 
conversion-unemployment which reduced consumption 
temporarily in some markets, while in other localities a 
tremendous influx of. new workers has strained the 
supply facilities of local dairies. War drafts have created 
a labor problem for farmers generally, but in manufactur- 
ing and distributing, labor shortages to date have not 
been evident to any marked degree. % 

Here is how the dairy industry “Kept ‘em flying” for 
the defense program last year. Between March 15. 
1941—the date on which the Government commenced 
its expanded purchase program—to the end of the year, 
the industry delivered to the Government more than 
167,000,000 pounds of cheese, 38,000,000 pounds 
of dried skim milk, and 17,000,000 cases of evaporated 
milk. 

National Dairy played an outstanding role in provid- 
ing the Government with needed supplies of dairy 
products in addition to helping meet domestic 
consumer needs. In 1941, National Dairy dis- 
tributed the largest volume of milk products in 
its history—the equivalent of more than 5,250,- 
000,000 quarts of whole milk. In addition the 
company sold about 400,000,000 pounds of other 
foods. 

In 1941, over 330 air bases, army camps, naval 
training stations and yards, arsenals and other 
military establishments were supplied with dairy 
products by divisions of National Dairy. Prod- 
ucts also were delivered to almost two dozen 
bases outside the United States. The Borden 
Company has been doing a similar job and is 
undergoing similar readjustments. 

Higher taxes, wages, material and other operat- 
ing costs showed their effect on National Dairy’s 
1941 income record. In that respect they were 
no different than most other business organiza- 
tions. For that reason net profits on $431,000,000 
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Making fibre from milk. 
machine, the fibre is squeezed, under tremendous centrifugal pressure, 
of chemicals, which are recovered for use again. 





of sales amounted to $12,300,000—after setting up a 
special reserve of $3,600,000 to provide for possible future 
declines in the price of bulk cheese. The profit ratio 
last year was 2.9 per cent of sales. 

Thomas H. McInnerney, Chairman of the Board, 
National Dairy, summed up the situation to the writer 
by saying: “All American business has one job: fitting 
their operations into the Government-designed pattern 
for victory, and meeting their quotas—exceeding them 
if possible. National Dairy feels the responsibilities and 
challenges of these days keenly. More than the right to 
individual and economic freedom is at stake. It is a 
way of life—and basic beliefs about what make life worth- 
while—which hang in the balance. 

“In 1941, National Dairy marketed milk produced on 
thousands of farms, provided work for almost 37,000 
men and women, paid a return on the invested savings 
of some 68,000 stockholders, and served millions of 
Americans in all parts of the land. The average Amer- 
ican in 1941 consumed about 163 quarts of milk and 
cream, 163/5 pounds of butter, 534 pounds of cheese, 
183/5 pounds of evaporated and condensed milk, and 
2%, gallons of ice cream. Had an individual purchased 
these quantities of products from National Dairy, our 
net profit on his entire annual consumption would have 
been less than 70 cents. 

“I cite these facts to indicate that even in a year of 
increasing world tension, culminating in the terrible 
treachery of December 7, American business continued 
to adhere to its long-established traditions of the great- 
est possible service at the lowest possible prices. Like 
all responsible business enterprises, National Dairy is 
looking beyond these days of strife to the day of vic- 
torious peace. Unlike the production of planes, tanks, 
guns—whose basic purpose changes with the signing of 
the peace treaty—there should be no let-down in the 
output and consumption of milk, if nutrition goals long 
stressed by food scientists are to be reached. Indeed, 
high as are the 1942 production and 1942 dairy industry 
goals, they fall short of the mark set by the Govern- 
ment’s nutrition experts for good health.” 

A branch of National Dairy one hears little about, 
but which is playing an ever- (Please turn to page 729) 








In this apparatus, resembling a huge washing 
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Six Stocks in Strategic 
Market Position 


Chrysler 


As a “war baby” Chrysler merits careful considera- 
tion. In 1941, the corporation sold $771,673.343 worth 
of automobiles in addition to delivering $116.693,067 of 
war materials to the Government and our allies. At the 
start of the year Chrysler received orders from the Gov- 
ernment for a new tactical vehicle as well as for Army 
trucks. These orders totaled between 80 and 100 mil- 
lions, requiring the manufacture of about 80,000 units. 
To fulfill these contracts, the capacity of the Dodge 
truck plant is being doubled. Previously the corpora- 
tion had received from Glen Martin sub-contracts of 
about 42 millions. Meantime the production of medium 
tanks was increased and Chysler set a temporary goal 
of 30 per day under the Government’s plan to manu- 
facture 45,000 units. Anti-aircraft guns are also claim- 
ing increased productive facilities. 

Now that the manufacture of pleasure cars has 
stopped, Chysler is free to:concentrate its huge facilities 
on the production of armament. Mr. K. T. Keller, Presi- 
dent, estimates that, when these facilities are completed, 
Chrysler’s annual capacity to produce munitions will 
be in the neighborhood of $1,750,000,000 at present 
prices or about three times the average annual sales 
during the past five years. In order to attain such pro- 
duction figures, the corporation will have to spend large 
sums for machine tools and kindred products. Thus 
Chrysler’s working capital will be fully employed. Con- 
sequently, the corporation has arranged a $100,000,000 
line of credit to meet any contingency. This business 
was underwritten by 175 commercial banks throughout 
the country. Nevertheless, Chrysler’s working capital 
position was satisfactory. On December 31 last current 
assets were $186,651,757 including $60,468,948 in cash; 
$4,301,998 in marketable securities and $5,000,000 in 
Treasury notes. Current liabilities were $59,415,590. 

In 1941, a good automobile year, Chrysler reported 
earnings of $9.22 per share of capital stock of which 
there are 4,351,132 shares outstanding, as compared to 
$8.69 per share reported in the calendar year of 1940. 

From a strictly production viewpoint, the manufac- 
ture of military equipment eliminates the seasonal varia- 
tions that occur in the normal production of pleasure 
cars. On the assumption that the 168-hour work week 
becomes effective, Chrysler’s armament production 
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might reach staggering figures. Consequently, the pros- 
pects are that the corporation will be able to report a 
sizable profit this year despite higher taxes and almost 
certain limitations on the profits from war orders. Conse- 
quently Chrysler’s stock has a strong element of appeal 
at present prices because of its very interesting posstbili- 
ties as a manufacturer of many different kinds of war 
materials. 


Woodward Iron 


If, as many believe, steel will win the war, then this 
company is doing its part toward achieving victory by 
means of its pig iron production. Pig iron is the most 
important raw material in the manufacture of steel and 
its market is correspondingly large. Woodwards sells 
more than half of its output in the vicinity of Birming- 
ham, Alabama, “the Pittsburgh of the South,” where’ its 
properties are located. 

Woodward’s annual capacity is 450,000 tons of pig 
iron, 780,000 tons of coke and 3,200,000 gallons of light 
oil. The latter contains such valuable chemicals as 
toluol, benzol, ammonium sulphate and solvent naphtha. 
It is produced in 168 Koppers and 60 Wilputte coke 
ovens. Gas is sold toa Bessemer, Alabama, utility. Wood- 
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ward’s ore reserves are ample. In October, 1937, red hema- 
tite iron reserves were estimated to be 196,846,000 tons 
and recoverable coal reserves were placed at 106,821,000 
tons. Large deposits of dolemite are located near the plant. 

Net sales have varied with the demand for steel. In 
1939, they were $7,731,211, $10,499,821 in 1940 and 
$11,310,871 last year, when operations were at the high- 
est rate in the company’s history. In that year Wood- 
ward retired $800,000 in serial notes by meeting all 
maturities to May 1, 1943, and spent $961,682 on the 
properties. After setting up a reserve for general con- 
tingencies of $250,000, the net profits were $3.01 per 
share of capital stock of which there are 336,223 shares 
outstanding. Earnings in 1940 were $4.27 per share 
based on 334,000 shares and $1.88 in 1939 based on the 
present capital. 

Total assets at the end of last year were $25,708,728, 
an increase of $1,296,047 during the year, while the 
funded debt was reduced from $6,350,000 to $5,950,000. 
At the same time Woodward was in a satisfactory work- 
ing capital position reporting current assets of $4,641,- 
822 compared to current liabilities of $1,957,418. At the 
end of 1941 these figures were $4,218,233 and $1,540,574 
respectively. 

With the emphasis on increased armament produc- 
tion, the demand for iron and steel will correspondingly 
increase. Thus Woodward’s prospects are only limited 
by its ability to produce and by the effect of additional 
taxes. Paying a dividend of $2 per share in 1941, the 
capital stock offers the advantage of an excellent return 
plus prospects of enhancement over a period of time. 


L. S. Starrett Co. 
2 

Originally organized in 1880, Starrett is famed as a 
manufacturer of accurate measuring devices, such as 
micrometers, calipers, straight edges, protractors, bevels, 
feeler gauges, hack saw blades and similar small tools 
that practically every mechanic or semi-skilled worker 
needs to check the accuracy of his work. Consequently, 
the company is finding a profitable market among the 
increasing number of employees engaged in the manu- 
facture of military and naval armament and aircraft. 
The record of sales since 1939 is ample evidence that 
Starrett is profiting from the growth of our armament 
industries. Thus in the year ended June 30, 1939, the 
company reported sales of $2,228,146. In the next two 
fiscal years they were $3,654,613 and $5,917,572 respec- 
tively. Profits showed a corresponding growth, being 
$2.13 per share of common stock, after preferred divi- 
dends, in the year ended June 30, 1939. In the follow- 
ing fiscal year earnings jumped to $4.94 per share. In 
June, 1940, the preferred stock was retired, making the 
common stock the sole obligation of the company. In 
the year ended June 30, 1941, after deducting a con- 
tingent reserve of $200,000, earnings were equal to $5.78 
per share of common stock of which there are 146,699 
shares outstanding. Profits before this reserve were 
$1,047,996 or the equivalent of $7.14 per share. Earnings 
in the last six months of 1941 showed another gain, being 
equal to $4.16 per share. 

The company has maintained a satisfactory working 
capital position, reporting on December 31 last, current 
assets of $5,080,397 as compared to current laibilities of 
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$2,023,202. At the end of 1940, these balance sheet 
figures were $3,356,164 and $509,731 respectively. 

No doubt the highly satisfactory progress of this busi- 
ness in recent years has influenced the directors to adopt 
a liberal dividend policy. Thus $3.25 per share was paid 
in 1940 and $1 more or $4.25 per share was paid last 
year. 

Stockholders appear safe in anticipating further liberal 
dividend payments despite the fact that higher taxes 
and costs may reduce the rate of expansion of earnings. 
Selling substantially under the 1941 highs, the common 
stock appears attractive both from the standpoint of 
possible price appreciation and income. 


Holophane Company 


War time prospects of Holophane are considerably 
increased with rapid expansion of armament output. 
This and a non-stop week place emphasis on necessity 
for good illumination. The company has done its share 
to supply the demand for lighting equipment. They 
manufacture prismatic glass and related appliances. 
Some of these are particularly useful to reflect light rays 
to the place desired. In fact the demand has been so 
great that Holophane has temporarily discontinued the 
manufacture of glass gift-ware such as vases, bowls, 
book-ends, etc., and concentrated on the more important 
defense industry demands. 

The value of good lighting in manufacturing cannot 
be over-emphasized. Without such, accidents are more 
likely to occur, valuable machinery might be damaged, 
a key worker injured or essential material wasted. 

Under the varying business conditions existing thus 
far, Holophane has made satisfactory progress. The 
report for the six months ended December 31, 1941, 
showed profits of $1.50 per share as compared to $1.27 
reported in the like period of 1940. In the fiscal year 
ended June 30, 1941, earnings were equal to $3.29 per 
share of common stock. 

The 98,442 shares of common stock are preceded by 
only 4,875 shares of $2.10 preferred stock. The re- 
mainder of the original issue of 34,000 shares has been 
retired. The company has maintained a good balance 
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sheet position, and on June 30 last had current assets 
of $619,254, of which $254,599 was cash and $102,971 
was invested in marketable securities. Current liabili- 
ties on the same date were $333,297. 

Final elimination of the small amount of preferred 
stock still outstanding will strengthen further the posi- 
tion of the common stock. This has interesting possi- 
bilities both from a market and income viewpoint. Last 
year’s dividend payment was $1.40 per share. In the 
first quarter of this year, 40 cents was paid, indicating a 
continuation of the liberal dividend policy. 


Union Tank Car 


The proposed rationing of gasoline has focused atten- 
tion on the necessity for maintaining adequate shipping 
facilities, particularly to the eastern and northwestern 
states. Union Tank, owning 39,000 steel tank cars, is in 
an excellent position to capitalize on this demand and 
utilize profitably all its rolling stock. These tank cars 
are built to meet the specifications of the American Rail- 
way Association and those of the Interstate Commerce 
Commission. Although the company does not manu- 
facture its own equipment, it has its own assembling 
facilities and maintains repair shops at principal loading 
points throughout the country. The demand for tank 
cars may reach a point where it may become advisable 
to construct additional rolling stock. Present plans pro- 
vide adequate materials for such purposes but these may 
be complicated by later changes. 

While it is difficult to estimate the extent of the 
demand for tank cars, it is possible that such require- 
ments might provide additional earnings provided the 
tax burden does not become too heavy. In the year 
ended December 31, 1941, Union Tank paid an excess 
profits tax of $1,808,314 as compared to only $7,284 re- 
ported paid in 1940. These taxes were in addition to the 
normal taxes. ' 

Nevertheless the company maintained profits at a 
satisfactory level and in the calendar year of 1941 re- 
ported net earnings of $2.03 per share of no-par capital 
stock. There were 1,100,698 shares outstanding exclud- 
ing 99,302 acquired shares. In the previous year Union 
Tank showed earnings of $2.21 per share of capital stock 
of which there were 1,103,599 then outstanding. 

On the balance sheet of December 31, 1941, the com- 
pany reported its customary strong working capital posi- 
tion. Total current assets were $11,836,730, with cash 
and marketable securities alone of $9,137,819 exceeding 
the current liabilities of $3,799,862 by a substantial 
margin. At the previous year end current assets were 
$8,971,833 as compared with current liabilities of 
$1,482,613. 

Paying a dividend of $2 a share in 1941, the stock’s 
market possibilities may be influenced by future taxes. 
Nevertheless it has some attraction from the viewpoint 
of income because of its normal stability in earnings. 


Industrial Rayon 
Prospective scarcities of such important materials as 
silk and wool draw attention to the broad field of useful- 
ness of rayon fibres. Industrial Rayon, as one of the 


three largest domestic producers of viscose rayon yarns 
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in this country, is in an excellent position to capitalize 
on present conditions. Viscose rayon is used in weaving 
fabrics, knitting of underwear and hosiery, and in the 
manufacture of many other types of textiles designed 
for civilian and military use. Rayon fibres, used in tires 
instead of cotton, have given the product longer life. 
Similarly, staple fibre for the carpet trade has received 
considerable attention. A wider range of yarns is being 
developed to meet the great variety of uses in various 
branches of the military service. To replace silk, high 
tenacity yarns are receiving special attention. 

As a result of increased productive facilities, the out- 
put of viscose rayon yarn was almost doubled in the 
past three years. Earnings have shown a corresponding 
increase. In the calendar year of 1939, net profits were 
equal to $1.78 per share of capital stock of which there 
are 759,325 shares outstanding. In 1940 the earnings 
were equal to $3.15 per share and $3.04 last year. 

The balance sheet on December 31 last showed a very 
satisfactory current asset position. Such assets were 
$9,110,833 and cash and time deposits alone of $5,635,944 
were greatly in excess of current liabilities of $1,657,099. 
At the end of 1940, current assets were $8,604,604 as 
compared to current liabilities of $1,943,665. The im- 
provement in the balance sheet during the past year is 
indicative of the progress of the corporation. 

The only debt of Industrial Rayon is $4,000,000 in 
bank loans not currently due. This debt is being retired 
at the rate of $500,000 per year and in view of the cor- 
poration’s strong cash position there is always a possi- 
bility that some of the maturities may be anticipated. 
There is no preferred stock outstanding. 

In evaluating the possibilities of the capital stock of 
this corporation, emphasis must be placed on the fact 
that it is in a so-called “growth industry” and that the 
current demand seems to be limited only by the pro- 
ductive facilities. The final elimination of the bank loans 
naturally places Industrial Rayon in a position to show 
increased earnings on the same volume of business. 
Despite the possibilities of higher corporate taxes, the 
favorable demand outlook and the liberal return give 
the capital stock a considerable measure of interest. 
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War Contract Profits 


Legislation enabling the Govern- 
ment to recapture all profits on war 
contracts in excess of 6 or 7 per cent 
may be enacted by Congress this 
year. The wisdom of, or in fact 
the need for, such legislation may 
be reasonably questioned. It will 
be recalled that the original Vin- 
son-Trammel Act, limiting profits 
on naval contracts to 10 per cent, 
was repealed by Congress, and 
Secretary of the Treasury Mor- 
genthau and Assistant Secretary 
of the Navy Forrestal are opposed 
to similar legislation at the present 
time. In responsible Washington 
quarters the stand is taken that such 
legislation might hamper the war 
effort by placing a penalty on firms 
doing business with the Army and 
Navy and discouraging small firms 
from seeking such business. More- 
over, experience has shown that 
although previous legislation per- 
mitted contractors to earn 10 per 
cent, actual profits were substan- 
tially less because the Treasury dis- 
allowed many items which might 
properly be charged as an expense 
against such contracts. Lengthy dis- 
putes were the result. Despite some 
of the sensational disclosures re- 
cently made in Washington, these 
have for the most part been isolated 
instances and are not believed to be 
representative of industry as a 
whole. Douglas Aircraft, for ex- 
ample, showed a profit last year on 
combined sales to the Army and 
Navy of only 1.36 per cent after 
taxes. At the present time most of 
the company’s contracts with the 
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Government are at a fixed fee of 
6 per cent before taxes, and on sev- 
eral later contracts the company has 
voluntarily reduced the fee to 5 per 
cent. Last year United Aircraft, 
finding that costs were lower than 
anticipated, relinquished voluntarily 
$10,000,000 to the Navy. This year 
it will probably be found that few 
companies working on war con- 
tracts will be able to show any- 
thing resembling a high percentage 
rate of profits, after they have set- 
tled with tRe tax collector. 


Holland Furnace 


Despite Government restrictions 
on the construction of new homes, 
and the consequent adverse implica- 


_ tions from the standpoint of manu- 


facturers of building supplies and 
equipment, there is a good chance 
that Holland Furnace may fare 
much better than the majority of 
companies closely identified with the 
building industry. The company 
has long been known as the world’s 
largest manufacturer of warm air 
furnaces. Now as a_ conservation 
measure WP B has practically or- 
dered that all new heating installa- 
tions be limited to warm air and 
single pipe furnaces. This would 
permit a substantial savings in cast 
iron radiation equipment. Just how 
well Holland Furnace will make out 
in the matter of priorities is inde- 
terminate, but in its efforts to obtain 
necessary supplies of steel and iron 
the company is pressing the point 
that old furnaces replaced at this 
time would provide scrap sufficient 
to make considerably more addi- 
tional steel than the company’s 
needs call for. Last year Holland 
reported earnings of $2,093,070, 
equal to $4.65 a share on the 450,442 
shares of common stock which com- 





General Motors trains Army officers and non-coms to service the equipment they 
will be called on to use. Every month 25 instructors will be graduated. 
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prise the company’s entire capital- 
ization. This compared with $3.59 
a share in 1941. Last year dividends 
of $2.50 a share were paid. 


Post War 


In the midst of war and with the 
end apparently not in sight, busi- 
ness men, industrial managers, econ- 
omists and politicians seek to peer 
into the future and gauge the shape 
of a post war world. Many com- 
panies are setting up large reserves 
against the inevitable decline in 
orders and proi.is which will follow 
in the wake of peace. All manner 
of plans are being conceived for the 
purpose of avoiding serious eco- 
nomic dislocations and large scale 
unemployment. Much of this plan- 
ning is certain to prove to be with- 
out practical use, but at least it is a 
healthy sign. There is one phase of 
it, however, which makes good 
sound sense. That is industrial re- 
search, being pursued in thousands 
of laboratories and drafting rooms 
throughout the nation, unhampered 
by priorities, price ceilings- and the 
multitude of other restrictions born 
of the war. Right now many com- 
panies have scores of new products 
ready to be placed on the market as 
soon as the war ceases. The Index 
published by the New York Trust 
has some interesting conclusions on 
the matter of industrial research: 
“It is difficult to reconcile the con- 
cept of progress which is the philoso- 
phy underlying industrial research 
with the objectives of applied 
science today. There are indica- 
tions that the war has stimulated 
research activities to a major extent, 
with the chief purpose, of course, 
being the improvement of instru- 
ments of destruction. Past experi- 
ence shows, however, that out of 
the discoveries made in time of war 
improved methods and products are 
developed for the cultivation of the 
arts of peace. Nor is that all. It is 
characteristic of American business 
that even today while the major 
orientation of industrial research is 
towards war, plans are being made 
for the peacetime years to follow 
. . . Besides developing new ideas 
and products and reducing produc- 
tion costs, a great deal of study and 
research is being given now to the 
problem of post war marketing. In 
the midst of destruction, the creat- 
ive instinct of man persists in exert- 
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Reported 1941 Net Incomes of 534 Companies Having 
Common Stocks Listed on the New York Stock Exchange 


(Assembled by Industrial Groups) 


No. of No. 
Issurers Reporting 
Listed to Date 
PMG. og eek 12 6 
pS PERE  ee 61 39 
) LE eee 17 9 
| CE Dea re 26 20 
Business & Office Equip........ 9 7 
MIE 6 ards. dcicactmaccavess 66 45 
Electrical Equip............... 16 11 
Farm Machinery............... 6 6 
EE fe ees oe ces he's es 29 27 
MME readies cxace ceceeuas 55 33 
Garment MGS. ..... 6 cc cacins: 5 5 
MN Co oe ins sain coo.c fee 12 11 
Machinery & Metal............ 75 53 
I Sie ais vines Sade 34 19 
Paper & Publishing............. 25 16 
MIEN eos. cnet decda+'s 37 13 
MN oie 6c o)s'e eos eee cews 79 62 
Retail Merchandising........... 65 34 
AS ee 7 6 
Shipbuilding & Oper........... 9 5 
Steel, Iron & Coke............. 38 32 
REM U ile oh osc een cesk eek 23 19 
MMI e oeicc ics ep cas oes ae 16 12 
All Public Utilities............ 47 24 
Other Companies... . 53 20 
MINE distal oso dao kr eea\e 822 534 
Figures compiled by The Exchange. 


Group 
Net Income: 1941 


No. Per Cent 
Sh owing No. (Combined Change in 
Net Showing Incomes Minus Group Net Income 
Income improvement Combined Losses) 1941 vs. 1940 
6 4 $33,728,000 + 33.4% 
39 31 122,745,000 + 28.5 
& 8 58,145,000 + 51.5 
20 17 47,994,000 + 16.2 
7 7 21,617,000 + 73.2 
45 35 287,361,000 + 10.3 
10 9 97,139,000 + 11.2 
6 5 59,688,000 + 28.1 
26 16 71£60,000 — 3.5 
32 21 188,839,000 + 10.6 
5 4 5,374,000 + 23.0 
11 9 19,332,000 + 30.2 
53 42 129,086,000 + 18.4 
19 12 100,070,000 + 13.2 
16 15 33415000 + 20.1 
13 12 83,275,000 + 67.2 
57 53 478,378,000 -+112.3 
32 26 106,051,000 + 9.5 
6 6 49,066,000 + 28.8 
5 4 13,659,000 + 49.1 
32 30 306,995,000 + 14.5 
19 15 38,976,000 + 53.8 
12 3 79,444,000 — 11.8 
23 11 390,631,000 — 5.8 
19 18 53,953,000 + 23.6 
521 413 $2,882,021,000 + 21.9% 





ing itself, sustained by hope and 
confidence that a free and better 
world will emerge.” 


Gold Miners’ Problems 


Announcement was recently made 
that the Argonaut gold mine in Cali- 
fornia would close down for an 
indefinite period. The War Produc- 
tion Board has refused to grant the 
company any kind of priority rating 
for needed supplies and equipment. 
Other leading gold mining com- 
panies may shortly be faced with 
the same problem. Of these, the 
companies which also mine other 
metals essential to the war program 
will have something of an edge. 
Homestake Mining, according to re- 
ports, is supplied with enough ma- 
terials and equipment to meet its 
needs for some months. 


High Yielding Preferred 


Columbia Pictures $2.75 preferred 
shares, recently quoted around 26 
to yield better than 10 per cent, in- 
vite consideration by those investors 
able to forego quality in return for 
a high, but reasonably well pro- 
tected, return. The company en- 
gages solely in the production of 


feature films and short subjects and 
operates no theaters. Responding 
to the greatly increased attendance 
of the public at motion picture the- 
aters, the company last year re- 
ported a substantial increase in film 
rentals and earnings. The latest re- 
port covers the 26-week period 
ended December 27 last. and. dis- 
closed net income of $737,750 avail- 
able for preferred dividends. This 
was equal to $9.84 a share and com- 
pared with $307,006, or $4.09 a share, 
in the same period of 1940. Latest 
reports reveal that currently attend- 
ance at motion picture theaters is 
running about 10 per cent ahead of 
last year at this time. This together 
with the fact that the motion picture 
industry is untroubled by priorities, 
price ceilings or other war-time re- 
strictions would seem to assure a 
further strengthening in the com- 
pany’s preferred shares. 


So They Say... 


The Treasury has disclosed that 
sales of British-held American se- 
curities totaled $542.8 million over 
the past three years. An additional 
$500 million of securities has been 
deposited with the R FC as security 
for a $425 million loan. 
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Another Look At... 


UNITED STATES RUBBER 


SCHENLEY DISTILLERS 


FOSTER WHEELER 


U. S. Rubber Co. 


The rubber industry has done its part to help popu- 
larize the automobile by perfecting the pneumatic tire. 
This has made automobile riding a pleasure with the 
results that in December, 1941, there were 28,804,793 
passenger cars registered in this country as compared to 
23,121,589 at the 1929 peak, just before the severe 
depression of the early thirties. The 1941 registration 
showed a gain of 1,796,864 over that reported in the 
previous year. Assuming that each car has five tires, 
the indicated size of the market for tires and tubes for 
passenger cars is indeed impressive. This does not give 
effect to the demand for truck tires, which is also 
important. 

As one of the leading rubber companies, U. S. Rubber 
has secured its share of such business. It is also an 
important producer of mechanical and other rubber 
goods, the latter amounting to a little less than half of 
its total business. In 1941, consolidated net sales, after 
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all deductions, were $315,345,328 or 38% more than in 
1940. A reserve of $1,400,000 was charged against the 
earnings for estimated war losses that have occurred on 
the plantations in Malaya and to properties in other 
parts of the Far East, prior to the end of 1941. Almost 
two million dollars of the $2,400,000 cash funds of the 
Malayan American Plantations, Ltd., were transferred 
to London in January, 1942. The company’s plantations 
consist of approximately 131,000 acres, of which 101,000 
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acres are located in Sumatra and 30,000 acres in Malaya. 
Statistics on production are not complete but about 
57,000,000 pounds of rubber were shipped or sold during 
the period of the year for which reports were received. 
This is about 15% of the parent company’s requirements 
for last year. Earnings, after this reserve and after 
allowing for full dividend payments on the $8 preferred 
stock, were equal to $4.86 per share of common stock 
of which there were 1,739,092 shares of $10 par value out- 
standing. This compares with $3.58 per share indicated 
in 1940. Direct taxes of $47,456,198. were charged 
against operations in 1941. Funded debt was also re- 
duced in 1941, from $41,067,000 at the end of 1940 to 
$37,947,000 at the end of last year. This was a reduc- 
tion in debt of $3,120,000. The bonded debt is followed 
by $65,109,100 of 8% non-cumulative preferred of $100 
par value, which in turn precedes the common stock. 

The balance sheet of December 31 last shows a ratio 
of current assets to current liabilities of 2.3 to 1. Total 
current assets were $154,814,838, including $29,135,931 
in cash, $9,179,040 in Treasury tax anticipation notes, 
and inventories of $76,665,649. Current liabilities were 
$66,464,919, including $31,488,750 in accounts payable 
and $23,842,511 in accrued taxes. At the close of 1940, 
current assets were $121,108,117 against current liabili- 
ties of $38,562,845. 

Before the outbreak of hostilities, U. S. Rubber had 
an advantage over some of its competitors because it 
produced normally about 20% of its crude rubber re- 
quirements. Now that rubber cannot be imported from 
the Far East, this advantage is lot and the company is de- 
pendent upon imports from other parts of the world and 
upon synthetic rubber produced in this country as well 
as upon its unused inventory. Fortunately some of the 
chemical and oil companies have perfected several dif- 
ferent processes for the manufacture of synthetic rubber. 
However, the country’s present production of such is far 
from sufficient to meet our normal needs. A vast pro- 
gram to increase greatly the manufacture of synthetic 
rubber is now under way. Consequently the curtailment 
or elimination of production for civilian uses. 

Although a better quality product can be made out 
of crude rubber, reclaimed rubber can often be substi- 
tuted. For example the U. S. Rubber Company re- 
cently announced the plan to make rubber heels from 
such materials. No doubt more of this will be done. 
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It is also noteworthy that the war-time demands are 
great and that they should furnish a large volume of 
business for such products as self-sealing tanks for air- 
craft, rubber clothing and a wide variety of materials 
for military and naval use, including tires for Army 
trucks. The company has indicated its willingness to do 
Government work even if it is not in the rubber business. 
Thus the company is operating an ordnance plant in the 
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middle west. It has also been awarded a contract by the 
War Department for the operation of a new factory for 
the manufacture of trinitrotoluol, commonly known as 
T.N.T. The new plant will be operated under the direc- 
tion of the company’s Naugatuck Chemical Division. 
U. S. Rubber also proposes to use any part of its fac- 
tories not required for the production of rubber products 
for the manufacture of other goods whenever possible. 

War work together with fees for operating Govern- 
ment plants may offset in part the decline in normal 
business. From present indications, however, it may be 
some time before the synthetic rubber will be made in 
sufficient quantity to meet our requirements. This in- 
troduces a questionable element in the outlook for the 
stocks of the company. On a longer range speculative 
basis, they quite possibly have discounted the worst, so 
that wisdom of selling at these prices is debatable. But 
naturally they cannot appeal to conservative investors 
under existing circumstances. 


Schenley Distillers Corporation 


Distilled spirits are now something more than a bev- 
erage. They can help win the war. They can ease the 
sugar shortage by supplying ethyl alcohol from materials 
other than molasses and sugar. Schenley and other 
members of the industry have already concluded con- 
tracts with the Ordnance Department of the Army 
under the terms of which they will produce alcohol for 
powder plants. Corn furnished by the Commodity 
Credit Corporation will be used as the raw material. 
In other words Schenley has ‘added a new line and 
opened a new field for itself, namely that of industrial 
alcohol. This is a logical development and its immediate 
future seems excellent due to the strong demand now 
existing for such alcohols. The indications are that this 
demand will continue for the duration of the war. 

In the field of distilled spirits, Schenley is an important 
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factor. It has a very large and well-rounded inventory 
of whiskies. Moreover, arrangements have been re- 
cently concluded for the production of Dubonnet, Rhum 
Negrita and Bardinet cordials and liqueurs in the United 
States by their original owners. These products were 
formerly made in France. Included among the many 
well-known brands that the corporation sells are Golden 
Wedding, I. W. Harper, Green River, Three Feathers, 
San Remo brandy, Gibson’s, Belmont and the imported 
Dewars White Label Scotch and many others. 

In the six months ended Feb. 28, 1942, consolidated 
profits, after all charges and estimated taxes at present 
rates, but before preferred dividends, were $3,593,848. 
After deducting dividends on the 514% preferred stock, 
these earnings were equal to $2.49 a common share 
of which there are 1,260,000 shares outstanding. In 
the like period of 1940, these profits were $1.61 per 
share of common stock. In the last fiscal year, ended 
August 31, 1941, Schenley reported the highest sales in 
its history both in case and dollar volume. The latter 
was $121,992,349 as compared to $81,473,632 in the 
previous fiscal year. Net available for preferred and 
common stocks was $7,478,152 in the last fiscal year or 
the equivalent of $5.20 per share of common stock. In 
the 1940 fiscal year these earnings were $2.73 per share 
of common stock. The dividend requirements on the 
preferred stock was $925,925 in 1941. 

Schenley’s consolidated balance sheet of August 31, 
1941, showed total current assets of $80,851,716 includ- 
ing inventories of $54,621,554. The increase in inven- 
tories in the 1941 fiscal year was $5,845,688. Current 
liabilities were reasonable, although the corporation did 
have a sizable amount of bank loans. These stood at 
$24,000,000 on August 31 last. Since then Schenley has 
sold $15,000,000 in ten-year debentures. This has re- 
tired a very substantial portion of the bank loans and 
places the corporation in a strong working capital posi- 
tion. Even before the recent financing, the company had 
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net current assets of $47,592,133. After allowing full pro- 
vision for all liabilities and for 166,750 shares of pre- 
ferred stock outstanding at par, the net current assets 
were equal to $24.53 per share of common stock of $5 par 
value. Book value of the common stock on August 31 
last was $38.74 as compared to $34.03 the same time the 
previous year. 

Schenley is in a good position to take advantage of 
the prospects of increased (Please turn to page 728) 
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WAR PLANT CONVERSION 
AND FINANCING 


Editor's Note: With the present issue we introduce as a continuing feature 
this service especially conceived to aid industrialists, and especially small 
manufacturers, with their problems of war plant conversion and financing. 


Governmental and economic pressure for speed and 
more speed in the conversion of every possible manu- 
facturing plant to war work will steadily increase. Con- 
version is well started in large and medium size plants. 
But thousands of small manufacturers capable of doing 
“bits and pieces” jobs as sub-contractors are still look- 
ing on wistfully from the outside. Those using materials 
needed for war must convert or perish. The Govern- 
ment is sympathetic but not philanthropic—and the yar 
comes first. 


War Production Board is driving for maximum utiliza- 
tion of all existing facilities. Building new arms plants 
has disadvantage of adding to drain on materials and 
labor, and consuming time that we haven’t got to spare. 
Answer: (1) work machines around the clock in present 
war plants; (2) make use of the thousands of machine 
tools which are now, or soon will be, idle in the country’s 
small plants. 


What percentage of the present industrial potential for 
war is not being utilized? Nobody knows exactly. But 
New Jersey is fairly typical, and Nelson confirms C.L.O. 
charge that only 49 per cent of maximum potential in 
this state has been reached. 


Most common reason advanced by small manufacturers 
for lagging conversion is lack of war contracts or sub- 
contracting work. Other explanations include defi- 
ciencies of equipment, materials or labor; and technical 
or engineering difficulties. 


Government is putting constant pressure on large prime 
contractors to spread the work ever more widely through 
broader sub-contracting. But Government and prime 
contractors don’t have all the answers. If you are a 
manufacturer unable to carry on your normal opera- 
tions, it’s up to you to use intelligent and aggressive 
initiative in exploring every possibility of war conver- 
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sion. Your first step is not to go to Washington but 
contact nearest local offices of War Production Board 
and Army Procurement Planning Service. They will 
show you how to file with them detailed information on 
your equipment and producing potential. If they think 
you have something to offer, they will put you in touch 
with prime contractors whom you might be able to serve. 
A second, or alternative, step is to tell your story—and 
be prepared to prove it—to the purchasing or sub- 
contracting department of the nearest prime contractor 
you can locate. 
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Lack of working capital will no longer retard conversion of 


small plants to war work. Under President's executive order just issued, 
the Army, Navy and Maritime Commission are authorized to guarantee up to 
100 per cent loans made by any Federal agency or private institution to 
prime or sub-contractors to facilitate operations deemed essential to 
the war effort. It will take several weeks to get the new system going. 
Credit standards for these loan guarantees will be very liberal. Object 
m iS to get more and faster war production, regardless of possible loan 
losses. 










The order states that: "It is the opinion of Messrs. Nelson, 
Patterson, Forrestal and Admiral Land that this order will greatly speed 
the war production of small businessand sub-contractors generally." 
With all due respect for these authorities, the impression given seems 
too rosy. Financing has not been the chief drag on conversion. Before 
any question of a loan arises, the small manufacturer has to get a war 
work contract or sub-contract. The essential requirement is suitable 
equipment and the “know how" of doing a specified job. Commercial banks 
are freely making working capital loans to small business men who have 
sub-contracts and who can offer reasonable proof of ability to carry out 
production performance contracted for. 





Certain Senators will continue to push the proposed $100,000,000 
Smaller War Plants Corporation bill but prospects are dubious. It 
amounts to handling Nelson's WPB $100,000,000 and in effect instructing 
him to "do whatever you can to help war-stricken small business men." 
Would authorize not only working capital loans but new small plant 
construction or funds to aid in providing substitute materials so small 
manufacturers could continue civilian production in cases where 
conversion is impossible. 








Proposal to help small business in the matter or substitutes is 
a pious gesture. All substitutes for metals, excepting glass and wood, 
are scarce; and war demands for them will continue to have priority. For 
thousands of plants it's convert or shut down for the duration. 
War Production Board's plans for spurring sub-contracting are still in 
evolutionary stage, far from perfected. High hope centers in early test 
in Chicago and several other cities of so-called "casting office” plan 
for distributing "bits and pieces" war work something like Hollywood 
producers select lesser performers. 





Instead of machine owner hunting suitable job, big idea in the 
"casting office” plan is to take job to suitable machine. All prime 
contractors under this plan will furnish to the central agency detailed 
descriptions of all processes, facilities, materials, weights and other 
specifications of products and parts —all reduced to-codes. The 
compact code descriptions will be listed alphabetically and indexed in 
a@ sub-contracting directory. The information will be continuously 
revised as new needs develop. Copies of the directory will be mailed 
each week to potential sub-contractors. The sub-contractor looks 
through the listings for code descriptions that fit his own producing 
equipment and is thus able to determine whether a possible job has turned 
up for him-or not. The National Association of Manufacturers is 
cooperating actively in the experimental development of this plan. If it 
works well on the initial tests, national application will quickly 
follow. 
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Conversion of plants is making greatest progress in the big 


automobile and motor accessory centers, partly because these companies 
out of long experience have the know-how of widespread and efficient 
sub-contracting. Motor and. accessory prime contractors are among the 
best bets for would-be sub-contractors. But they have to be convinced 
you can do a job. They don't gamble on performance. 


Negotiation of the details of conversion is the thing that takes 
the most time, whether between business man and bureaucrats or between 
business men and business. 


Tentative scheme for $50,000,000 war work pool involving 
Beech-Nut Packing Company, Mohawk Carpet Mills and H. P. Snyder 
Manufacturing (the latter makes bicyles) has been hanging fire for weeks. 
Still is. It is not so much that the three have little in common, 
except that all are more or less hit by priorities, but the difficulty of 
agreeing on details. One of the executives involved describes to us, 

















oft the record, the tedious course of these negotiations in language we 
could not print anyway. If you are a small manufacturer seeking 
sub-contracts you need to have, among various other things the patience 
for tireless and protracted negotiation. There will be plenty of 
professional negotiators willing to aid you for a fee, but you had 
better make plenty sure that it's really aid and not just a fee. 





If you have machine equipment and the know-how for doing any 
kind of war work, all other conversion problems will prove secondary. 
Aggressive, intelligently directed personal sales effort will turn up 
one or more sub-contracts. Once you get by that stage, you qualify for 
priority materials and working capital is obtainable from various 
alternative sources. 











Commercial banks, especially your regular banking connection, 
are more than willing to aid you in war-work conversion by advancing 
working capital loans—but you must have a "bankable" contract. That's 
fair enough. If it's speculative or "long term investment" capital that 
you want—rather than working capital to finance inventory, receivables, 
etc.—it will remain as scarce as hen's teeth whether you go to a bank or 
one of the Federal lending agencies. 








Installment finance and factoring concerns are actively seeking 
prospects for working capital loans in war conversion. Such loans are 
customarily secured by inventory or receivables. 





The twelve regional Federal Reserve Banks are empowered to make 
direct business loans, but amounts advanced in the past have been very 
slight in total and requirements today are not getting any looser. 





The Army and Navy already have authority to advance funds up to 
50 per cent against future contract performance and — subject to the 
minimum proper precautions — are doing so without stint. 





The R. F. C., biggest of all Federal lending agencies, is the 
last place for the small business man or any other to seek funds. The 
much criticized Mr. Jones is, after all, a business man and a 
conscientious Federal official—not a philanthropist. If you can't get 
a_loan from a bank or factor, and can't get a contract advance from the 
Army or Navy or from a prime contractor, the R.F.C. is the final hope and 
a thin one. And the red tape will be something wondrous to tangle with. 
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A sharp bulge in check payments is mainly 
responsible for a point recovery in per capita 
Business Activity, the first rise in any week 
since the end of January. Thus far the dip 
occasioned by changing over to war production 
has amounted to little more than 5°, merely 
cancelling the January rise. The Department 
of Commerce estimates that, while production 
of consumer durable goods will drop two-thirds 
this year, the supply of nondurables for civilian 
use will be only 10% below last year. Expen- 
ditures under the Lease-Lend program during 
its first year ended Feb. 28 totaled $2.57 billion 
(including $0.57 billion in Feb.), of which $1.1 
billion represents the value of items exported 
(exclusive of ship transfers). Interest on 
Public Debt—Federal, State and local—totaled 
$1,885 million ($14 per capita), last year, on'y 
31% greater than in 1932 despite a 77°, in- 
crease in principal amount. 

* © * 


Owing to fast expanding war expenditures, 
second half profits will be much larger than 
for the first half year. The contrast will be 
heightened in reported earnings if reserves for 
heavier taxes are uniformly apportioned—half 
for the first six months and half for the second. 

* * x 
Transportation is fast developing into a 
(Please turn to following page) 





CONCLUSIONS 


INDUSTRY—Business activity picks up 


again, after brief sag, as war goods 





production gains momentum. 


TRADE—Sales continue well above last 


year, despite steady rise in prices. 


COMMODITIES—Many commodities 


score further price gains. Inventories 


levelling off. 


MONEY AND CREDIT—Excess re- 


serves down sharply on tax collec- 


tions. First decline this year in com- 


mercial loans. 
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Latest Previo Last 
Sie. ike ss PRESENT POSITION AND OUTLOOK 

INDUSTRIAL PRODUCTION(a)| Mar. 175 173 147 (Continued from page 715) 
INDEX OF PRODUCTION AND lusty war baby whose demands promise soon to 
5a. ey aR ata A Feb. 112 114 105 tax the resources of its foster parent, Mars. Ship- 
Pirmatinn ok. cca kes Feb. 120 120 107 ments of manufactured goods last year were 30%, 
Durable Goods............... Feb. 126 127 111 ahead of 1940. In February of the current year 
Non-durable Goods. .......... Feb. 114 114 104 railroad passenger revenues were 50% above the 
Primary Distribution............ Feb. 110 109 97 like month of 1941. Pullman travel, under the 
Distribution to Consumers....... Feb. 96 103 106 recently granted increase of 10% in rates, is ap- 
Miscellaneous Services......... Feb. 108 108 100 proaching capacity. The O. D. T. has asked for 
production of 14,000 common carrier buses this 

WHOLESALE PRICES (h)....... Feb 96.7 93.0 80.6 year, compared with last year's actual output of 

INVENTORIES (n.i. c. b.) only 8,061. Local street car lines, particularly 

, Me Ie Ce Dn in armament producing areas, are enjoying a tre- 
SURMINIINS £0 vo oi cis oeecete oc Nov 156.9 154.3 124.3 mendous increase in business. Demand for bi- 
— Orders..............0005 Nov 237 237 213 cycles far exceeds the reduced supply. Domestic 

MUNUNE Sein Gs seu sanes Nov 201 206 150 shipbuilding goal for 1942-3 has been lifted to 
24,000,000 deadweight tons (about 2,400 cargo 

ay i LIVING (d) ; vessels). Construction of pipeline from the mid- 
Sent pe’ Denia eideuaad takers a ving _ abd continent oil field to eastern seaboard is being 
al hace ARSE BG Feb. 90.4 90.1 7 eee 
DNNNE ren siS hy cc sh Shiake Feb. 84.5 82.4 73.1 ih tae 
—— PRG csc oecsake eis 59 90.4 90.3 86.4 The B. A. E. looks for an average price ad- 

(OS eee eee ee ed. 102.9 102.5 98.1 vance of 12%, for goods and services this year— 
Purchasing Value of Dollar...... Feb. 105.0 105.8 116.1 18%, in Aivalihe goods, 15% for non-durable, and 
y i - h ' ' + ici ' 

NATIONAL INCOME (em);....|_Jan ee te one 

CASH FARM INCOME}{ additional $8.8 billion—around $18 a month per 
Farm Marketing............... Jan 986 1,151 670 | family. In February, the cost of living was 11% 
Including Gov't Payments....... Jan. 1,097 1,235 7154 above last year. wholesale prices are 12% 
Total, First 11 Months.......... 1941 ,, are 9,097 above last year, though still 1% under the 1929 
Prices Received by Farmers (ee)..| Feb. 145 149 103 peak. 

Prices Paid by Farmers (ee). .... Feb. 147 146 123 ” " . 
Ratio: Prices Received to Prices For the month of January, new orders booked 
PU cs deh nny obs Feb. 99 102 80 | by manufacturers —y a se 
Shipments rose 38%, with durable goods up 

FACTORY EMPLOYMENT (f) 36% and nondurables 42%. Chain store sales 
Disable Goods........ 55000000 Jan 143.8 144.3 118.3 . ° | ith mail 
Non-durable Goods. .......... Jan 121.7 124.7 1142:7 pe nin 28 yet tk —o berth ogee 24%, 

‘o los 

FACTORY PAYROLLS (f)......| Jan 173.2 170.2 120.7 Department store sales in the week ended Mar. 

14 and for four weeks were 24% above last year, 

RETAIL TRADE aunt . ° 

gainst an increase of 28% for the year to date. 
ay ~_ Sales (f)...... Feb. 125 138 103 Inventories at the end of February were valued 
te sg atta ee gia “ate re = ood at 35% above last year. The Federal Reserve 

A on entans eb. i 

Rural Retal Sales ooo eat nag, | Neate relen oon: prymant on charg 
Retail Prices (s) as of........... Feb. 111.9 110.2 94.5 ‘ ge Cie ee. 

FOREIGN TRADE Class | railroads report a January increase of 
Merchandise Exportst.......... Dec. $652 $491 $322 11% over last year in net operating revenues. 
Cumulative year's totalf to...... Deci31. 9544" .. 2.35%. $4,025 Operating revenues in February were 27% ahead 
Merchandise Importst.......... Dec. 31 344 281 254 of last year. Carloadings are currently only 5% 
Cumulative year's total{ to...... Dec. 31 SAND. Oh sbi ct 2,626 ahead of last year; but the margin of increase 

will widen materially during April (particularly 

RAILROAD EARNINGS for the coal carriers) in comparison with last year 
Total Operating Revenues*..... Jan. $480,691 _........ $377,374 h ial hcouill te ° 

* : when coal mines were closed by the strike. Dur- 
Total Operating Expenditures*..| Jan. SARL 8. Shee 268,972 i 4 
aa 51.163 35.856 ing the second half, mounting war goods produc- 
Net Rwy. Operating Income*...| Jan. 68,966... at | ee ee ae ae se oe 
ti SAE a ee |: Seon icra ; : 
Operating Ratio % an Lt badd deliveries to the east coast for export. South- 

BUILDING Contract Awards (k).| Feb $434 $317 $270 western roads have been making the best com- 

F. H. A. Mortgages parative showing since Pearl Harbor, with traffic 
Selected for Appraisalf........ | Dec. 14 73 17 helped by shipments of material and armament to 
Accepted for Insurancef........ Dec. 12 56 13 strengthen defenses of the Pacific coast and 
Premium Payingt ae eee Dec 19 a9 18 Hawaii. Later on, these roads will benefit through 

Building Permits (c) business arising from a bumper wheat crop. Rail 
214 Citiest.. teen ee eee e eens Feb. 80 59 80 traffic is also benefitting from increasing diversion 
secant. oe os REO Feb. 8 3 14 of water-borne commercial tonnage which nor- 
Total, U. 5:7 Pa tb 8 bs: 0. 0.6.0, 6.0. wie 66 Feb. 88 62 94 mally amounts to more than 10% of total rail 

Engineering Contracts (En){..... Feb $635 $629 $424 freight volume. Freight rate increase went into 


effect on Mar. 18. 
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STEEL 
Ingot Production in tons®....... Feb. 6,525 7,129 6,238 Automobile production in the U. S. during Jan- 
Pig Iron Production in tons*....| Feb. 4,458 4,971 4,198 uary amounted to 238,261 passenger cars and 
Shipments, U. S. Steel in tons*..| Feb. 1,617 1,739 1,548 90,403 trucks, compared with 411,233 and 89,645, 
respectively, in the like month of 1941. OPA 
AUTOMOBILES _ urges dealers to turn their display rooms and re- 
Production pair shops into factories for producing small parts 
. PaCIGr GMCS: 52h. coices &o-0 ats 4GAS STOR GOP te: 2e soa: 4,692,338 vital to the war effort. First quarter deliveries of 
egistrations war goods by General Motors are expected to 
Passenger Cars, U.S. (p)........ Dec. 174,188 163,126 334,073 : We 9, 
Trucks, U.S. (p).-......000000. Dec. 41,006 35,985 51,095 pices eee eee ere 
t.  “° Te 
PAPER (Newsprint) 
Production, U. S. & Canada* (tons)..| Feb. 354 397 325 _ Railroad equipment on order as of Mar. ! 
Shipments, U.S. & Canada* (tons). .} Feb. 340 372 321 included 70,602 freight cars and 651 locomotives 
Mill Stocks, U. S. & Canada* (tons).| Feb. 28 169 155 193 | compared with 39,353 aad 298, respectively, a 
year earlier. During January and February, 17,- 
LIQUOR (Whisky) | 405 new freight cars and 115 new locomotives 
Production, <Galee®.-cvsyeosles ieee | Feb. TARE 2 civ 12,658 were placed in service. Bituminous coal pro- 
Withdrawn, Gale.®. .... 6d. 8. ve | Feb. GAtP fn es der 5 823 duction for the year to date has amounted to 
SO ON eer re ener | Feb. 28 519,790 ......... 491 ,301 114 million tons—only 5% ahead of the like pe- 
riod last year when consumers were stocking in 
GENERAL anticipation of the April strike. The R F C is 
Paperboard, new orders (st)....... Jan. 581,502 521,866 520,931 offering to loan funds to dealers to assist in 
Machine Tool Output (millions of $)} Jan. 85 85 51 building up stocks now in order to ease the an- 
Railway Equipment Orders (Ry) ticipated railroad traffic jam this autumn. 
MOCDINOUNES Sc se hoe gels aes Feb. 169 25 127 
Pecigtit Cares. si. poets Feb. 11,085 8,479 5,645 . <8 
PassGNGer GAS. -.c och s slo n cee ee Ee ere 45 Cigarette withdrawals in February were 15% 
Cigarette Productiont Sai erie aneliat aiaoe Feb. 16,628 19,503 14,465 above last year, against 18% for two months. 
Bituminous Coal Production* (tons).| Feb. 43,840 48,540 41,695 Domestic newsprint price has been frozen at 
Portland Cement Shipments * (bbls.)., Feb. 8,285 9,120 7,456 $50 for the second quarter. 
Commercial Failures (c)........... ' Feb. 916 962 1,129 
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Latest Previous Year 
Date Week Week Ago PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS| | With rise in war goods production, margin of 
ACTIVITY 1923-25—100...... | Mar. 21 422:5 121.9 119 | increase over last year for electric power out- 
put has widened to 15.5% Electric power indus- 
ELECTRIC POWER OUTPUT | try expanded its generating capacity by 2.71 
a. As | “a Pee ee see .| Mar. 21 3,357 3457 2,983 billion kilowatts last year, involving a capital 
expenditure of $741 million of which only $97 
Y 
TRANSPORTATION | | million was raised through flotation of securities. 
ee WN Pes cradepvess es | “oe ba oe ao fp Average rate for electric power dropped to 1.9% 
WAI cece cette ese eeeenes ar. ’ ' ' last year, from 2.06c in 1940 and 2.85¢ in 1932. 
Coal ee a ee Ke a a ee | Mar. 21 152,907 155,612 167,512 Rate for residential use fell from 6.33¢ in 1929 
Parest Pistelsss: © 20 cigs veneers < | Mar. 21 47,469 47,486 38,886 | 4, 3.73¢ | : : 
s A .73c last year, and for large industrial users 
Manufacturing & Miscellaneous....| Mar. 21 375,096 373,871 327,432 | to le lest yoor, from-1.50e to 1902. The SEC 
| ' . ° 
CE EEUMICS . f tere caine els Mar. 21 145,078 146,821 158,661 | te weging wiility holding companies to. preened 
STEEL PRICES | promptly in simplifying their capital structures. 
Pig fron $ per ton (m)..........-- | Mar.26 23.61 23.61 23.61 | - «2% 
Scrap S per ton (ay... <..:020% «-- Mar. 26 19.17 19.17 20.33 | Through a more liberal use of pig iron in place 
Finished c per Ib. (m)...........- | Mar. 26 2.305 2.305 2.305 | of steel scrap, steel ingot tonnage is expanding 
Ss | to new all time highs weekly. Steel plate de- 
STEEL OPERATIONS | liveries to shipyards are being expedited at the 
% of Capacity week ended (m)....| Mar. 28 98 97 100 expense of synthetic rubber and aviation gasoline 
PETROLEUM | ce plant expansion programs. 
Average Daily Production bbls. *. | Mar. 21 3,692 Pa -~ eee First , A th iat piditeatitiic line! 
Crude Runs to Stills Avge. bbls.*..| Mar. 21 3,599 3,588 003 OS ee ‘¢ Tee ses 
Total Gasoline Stocks bbls.*...... | Mar. 21 106,131 107,229 98,723 | spite heavier tax reserves, above last year, re 
Fuel Oil Stocks bbls.*........... | Mar. 21 84,095 85,489 94,141 | to comparatively high prices for refined products; 
Crude—Mid-Cont. $ per bbl...... | Mar. 28 1.17 1.17 1.02 | but second half net may not compare so favorably 
Crude—Pennsylvania $ per bbl... | Mar. 28 2.23 2.23 1.78 | in view of price ceilings and rationing in coastal 
Gasoline—Refinery $ per gal...... Mar. 28 .083 .083 055g areas. 








¢Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. ¥Y. 100%—estimated 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income-paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f)—1923-25—100. 
(g)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)}—F. W. Dodge Corp., (m)— 
Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 1935-39—100. (p)—Polk estimates. (pc}—Per Cent of capacity. (pl)— 
Preliminary. (r)—Revised. (Ry.)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st.)—Short tons. 
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Trend of Commodities 


Over the past fortnight a number of major commodities 
scored fairly substantial price advances. Hog prices rose 
to the highest levels in sixteen years; cotton prices rose 
within striking distance of their January highs; grain prices, 
previously reactionary, firmed noticeably at the week's close; 
and in several instances, notably Pennsylvania crude oil, wool 
tops and butter, O P A was Leos to act to raise prices 
owing to the development of various special conditions. 
The sincerity of the desire of O P A to check inflationary 
prices rises is not questioned, but it is daily becoming more 


evident that in a war economy which virtually demobilizes 
the peace time factors of supply and demand the mere es- 
tablishment of price ceilings loses all of its effectiveness by 
stifling production. Rising costs have recently made it ne- 
cessary for O P A to adjust price ceilings upward in order 
to maintain adequate production. Similar action in other 
directions appears inevitable. Meanwhile, with the Govern- 
ment the largest purchaser, and with the imposition of 
priorities, the urge to accumulate large inventories is sub- 
siding noticeably. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equal 100 








Mar. 20 Mar. 27 Mar. 20 Mar. 27 

28 Basic Commodities .:........ 166.0 166.7 Domestic Agricultural .......... 181.6 183.7 

Import Commodities ........... 163.5 163.7 SSR errr 183.0 183.5 

Domestic Commodities ......... 167.7 168.7 Wy SOERUNOON 6s 5 0.0:0'000's 2/0 'sb'ews 154.2 154.9 
Latest Previous Year 


Date Wk. or Mo. Wk. or Mo. Ago 


PRESENT POSITION AND OUTLOOK 
































COTTON | Cotton. Cotton prices scored gains on seven 
Price cents per pound. closing consecutive days, to make new highs for the 
PSE ie Sh eee 7a ne ae Mar. 27 19.28 18.59 11.05 move. It was revealed last week that last week 
BON isis bares ows a soe ae sess Mar. 27 19.39 18.66 11.01 that more than one-third of the 1941 loan stocks 
BRO RG eros sae oe Mar. 27 20.97 20.24 11 35 held by Commodity Credit Corp., is of the types 
(In bales 000's) | now in urgent demand by the trade. As a result 
RORUEMMSION 99.9. 0.5055 00 oe nck Feb. 894 946 793 it is expected that some 1,000,000 bales will be 
Exports (Ex-Linters).............. Oct. 163,668 “AGR2I5 §  ....%. repossessed before the end of the current season. 
Imports (Ex-Linters).............. Oct. 40,696 ES ree Trade buying was active on the rise, estimates 
Government Crop Est. PORNO, Re? Dec: 1: 40016 -2a555- 12,686(ac)) placing such purchases at about 250,000 bales 
Active Spindles (000's).......... Feb. 11,364 10,540 9,901 over the past ten days. 
.” *° eS 
WHEAT | Wheat. A late rally i i i 
. : : i y in the prices of most gains 
ae cents per bu. Chi. closing — 12554 196 90 | resulted in modest plus signs for the week as a 
sired SEE GN a aA Pal 97 197% 1271 88 | whole. wera interest — follow- 
sf aa re hae as a i | ing a period of extreme dullness. It is interesting 
Gov't Crop Est. bu. (000’s)....... Bec: 4 QA59387 bas 812,374(ac) he sole id. 4c ead ee es 
CORN | bread has increased appreciably over the past 
Price cents per bu. Chi. closing | year and flour consumption is up about 40 per 
MEG. os viewiabeeres Mar. 27 875% 87 6654, cent. Industrial buying and a new I6-year peak 
IR ak a cte Vian Maw eseTs +s Mar. 27 89% 894, 66% in hog prices contributed to the sustained 
Gov't Crop Est. bu. (000's)....... Dec: 1° 2612541 o> ec 2,460,624(ac) strength in corn prices. 
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Date 


Latest 





Previous 


Wk. or Mo. Wk. or Mo. 





Year 
Ago 





PRESENT POSITION AND OUTLOOK 



























































COPPER 
Price cents per Ib. 
Draineshle othe ong atecceeetee Mar. 28 12.00 12.00 12.00 
EXGNS ECE. 910Ne Pe icicic costae Mar. 28 11.00 11.00 10.50 
Refined Prod., Domestic*......... Feb. 81,724 90,017 93,654 
Refined Del., Domestic*.......... Feb. 107,616 130,467 112,819 
Refined Stocks, Domestic*........ Feb. 28 77,329 81,371 97,689 
TIN 
Price cents per lb., N. ¥.......... Mar. 28 52 52 525 
Tin Plate, price $ per box........| Mar. 28 5.00 5.00 5.00 
World Visible Supplyt as of...... June 30 38,600 40,777 31,869 
Rh Si Deliveteshia. oie a6 cota oe.0 ec. 7,100 8,355 9,200 
U.S. Visible Supplyt as of ....... Dec. 31 3,500 2,186 9,179 
LEAD 
Price cents per Ib., N. ¥.......... Mar. 28 6.50 6.50 5.85 
US. Production® oo... cc. 3 es. Jan. 43,307 48,829 54,658 
if, SP: cnc ss cos ccc Jen. 53,037 50,680 55,711 
Stocks (tons) U. S., as of.......... Jan. 31 20,531 20,185 47,248 
ZINC 
Price cents per Ib., St. Louis...... Mar. 28 8.25 8.25 7.25 
Ub FS Preetea. «ws os clees ac%2 Feb. 73,416 19,276 61,603 
Us SPS ROR coos ceeecens Feb. 74,775 79,413 65,818 
Sloeln Ui S: a6 Obs. ice gcse cis Feb. 28 22,626 23,925 10,644 
SILK 
Price $ per Ib. Japan xx crack..... Mar. 28 3.57 3.57 2.881 
Mill Dels. U.S. (bales).......... Nov. 5,676 4,160 36,374 
Visible Stocks U. S. (bales) as of...) Nov. 30 55,486 57,508 60,330 
RAYON (Yarn) 
Price cents per lb....,........... Mar. 28 53 53 53 
Consumption(a). «0... .0...0000. Feb. 35.9 41.2 31.6 
CMI hc niader nea bens Feb. 28 4.4 4.8 10.0 
WOOL 
Price cents per Ib., raw, fine, Boston} Mar. 28 1.07 1.07 9614) 
Consumption, period ending (a)....| Jan. 31 44,848 43,696 40,065 
HIDES 
Price cents per lb. No. 1 Packer...| Mar. 28 1514 151% 13 
Visible Stocks (000's) as of..:....| Jan. 31 14,170 13,989 14,063 
Boot and Shoe Production, Prs.*...} Jan. 39,543 38,255 36,803 
RUBBER 
Price cents per ib..............4+ Mar. 28 221 221 22.77 
IMBONE HOOT o oaks soi cee o3 Oct. 72,222 83,151 74,716 
ConsummuensU. Sch... ses c evince se Oct. 60,418 53,655 59,644 
Sooke US. AS OF 0.5.06 ssic cic 00 Oct. 31 454,711 413,684 235,353 
Tire Production (000’s)........... Jan 1,461 2,967 5,486 
Tire Shipments (000's)............ Jan 1,231 2,604 4,850 
Tire Inventory (000's) as of....... Jan. 31 4,643 4,417 9,197 
COCOA 
Prcecents per 6... 6 6.0 koe Mar. 28 8.55 8.55 7.22 
Arrivals (bags 000's)............. Feb. 719 166 491 
Warehouse Stocks (bags 000's)....] Mar. 6 CRG hic 1,368 
COFFEE 
Price cents per Ib. (c)..........-- Mar. 28 13% 13% 934 
Imports, season to (bags 000's)....] Feb. BIG Ae eisvocs 10,782 
U. S. Visible Supply (bags 000's)..) Mar. 1 1,750 2,384 2,510 
SUGAR 
Price cents per Ib. 
NER aty sO CORA OAT A Mar. 28 3.74 3.74 3.40 
Refined (Immediate Shipment)...| Mar. 28 5.45 5.45 5.10 
U. S. Deliveries (000's)........... 11 mos. i: Sree 6,324 
U. S. Stocks (000's)* as of (rr)..... Nov. 30 534 713 582 






Copper. 
declined some 8,000 tons to 118,347 tons, as 
against 126,391 tons in January. Stocks of refined 
copper in fabricators’ hand declined 10,800 tons. 
Spurred by the 5-cent premium for “over-quota" 
production domestic output of red metal this year 
may gain over 200,000 tons. 


Deliveries to fabricators in February 


Tin. The new government-owned tin smelter at 
Texas City will commence operation this month, 
with an annual capacity of 51,600 tons of refined 
tin. Metals Reserve has set aside $207,500,000 
for the purchase of refined tin and about $130,- 
000,000 for the purchase of tin. 


* o aa 


Lead. The Japanese attack on Australia consti- 
tutes a threat to lead supplies, although the mines 
are some distance removed from the present 
scene of battle. The 234-cent “over-quota” pre- 
mium will be effective for two and a half years. 

Ns ey 


Zinc. The “over-quota" premium on zine is the 
same as that for lead. Supplies available this 
year, with increased smelter capacity, are esti- 
mated to adequate for all current war needs. 


* * = 


Wool. O P A raised the ceilings on wool tops 
and wool products last week, bringing prices in 
line with the previous upward revision in the ceil- 
ing for grease wool. The start of April marked 
the opening of bids for vast Army supplies of 
woolen cloth, ete. 

ee Cae 


Hides. Increasingly heavy demands for leather 
supplies for the armed forces will soon create a 
tight civilian supply. Meanwhile, retail demand 
continues unabated. 


* * & 


Rubber. The development of a practical syn- 
thetic produce continues to occupy the research 
activities of the industrial scientists. The latest 
sources of rubber a weed known as leafy spurge, 
as well as wheat and corn. 


o « 3 


Cocoa. Manufacturers continue active on the 
buying side, eagerly availing themselves of all 
available suppli Wareh stocks in New 
York continue to decline and no shipments are be- 
ing received from Africa. Consumption has put a 
sizable dent in both visible and invisible supplies. 


s * = 





Coffee. Arrival continue in small quantity, re- 
flecting the marked shortage of shipping space. 
Tea sales have been ordered cut to 50 per cent of 
the levels a year ago. 

* * & 


Sugar. The official estimate of the current Cu- 
ban crop was revised upward to 4,487,263 short 
tons, Shipments from the South are being count- 
ed on to relieve the tight refined situation in New 
England. 





tLong tons. 
(r. r.) 





*—Short tons. (a)—Million pounds. (ac)—Actual. (c}—Santos No. 4.N. ¥Y. *—Thousands. NA—Not available. 
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Money and Banking 
Latest Previous Year 
Date Week Week Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)........ Mar. 28 114% 114% 114% An increase of $413,000,000, reflecting heavy 
Prime Commercial Paper........ Mar. 28 14-34% 14-34% VYo-34% | income tax receipts, in Treasury bank balances, cut 
Coll Money...........200005. Mar. 28 1% 1% 1% excess reserves $310,000,000 to a new low since 
Re-discount Rate, N. Y......... Mar. 28 1% 1% 1% Sept. 21, 1938. Also a factor in the larger Treas- 
CREDIT (millions of $ ury balances was the sale of $150,000,000 of dis- 
Bank Clearings still Dade. « Mar. 21 4,339 3,719 3,485 we noe nie oe pith a oe sen 
Cumulative year's total to.......... Feb. 28 33394... 96,873 | currency in clrculation hes declined $68,000,000, 
Bank Clearings, N. Y............. Mar.21 4,114 3,610 4,302 | diving rise to the hope that the peak of cash 
Cumulative year's total to......... Feb. 28 30,443 ...... 27,997 | hoarding has been passed. 
F. R. Member Banks * * 
Loans and Investments.......... Mar. 18 31,031 31,034 26,843 For the first time this year New York City mem- 
Commercial, Agr., Ind. Loans...| Mar. 18 7,035 6,959 5,414 ber banks reported a drop in loans to commerce, 
Brokers lepangewn ten SSG HG. SEs Mar. 18 417 455 471 industry and agriculture. Such loans were off 
Invest. in U. S. Gov'ts.......... Mar. 18 13,058 13,215 10,588 $16,000,000 in the most recent week. A maturity 
en . Gov't Gtd. Securities... on 18 2,701 2,720 2,755 of New York State notes was the chief factor in a 
he onic hg Se ar. 18 3,826 3,688 3,786 . . . A 
Demand eee 035. 2S Mar.18 25,010 5,199 93.186 “ — ae SR ee 
ime Deposits................ Mar.18 5,129 5,153 5,449 ie he ae 
New York City Member Banks ; 
fonbiuisendined.....-)... Mar.25 12,404 12,503 11,099 A recent bulletin of on Soy Department 
Commercial, Ind. & Agr. Loans..| Mar. 25 2,788 2,804 2,064 discloses thet ” of don, 31, tank, ean s:enme- 
Oe ee ee Mar. 25 286 292 391 — — sig — gris hag te aon 
Invest. in U. S. Gov'ts.......... Mar.25 5,552 5,568 en ee ee eee 
Invest. in Gov't Gtd. Securities...| Mar. 25 1,479 1,478 1,570 both direct and guaranteed issues. The life in- 
Other Securities............... Mar.25 1,491 1,556 1,463 | surance companies were the second largest group 
Demand Deposits.............. Mar.25 10,509 10,578 11,001 | of institutional investors “ee romney se 
Wiese apedis.....05...5...... Mar. 25 704 704 745 curities. Treasury issues having maturities of from 
Federal Reserve Banks one to five years were the most popular with all 
revenas — eae Balance...| Mar.25 12,527 12,939 13,633 groups of institutional investors. 
oney in Circulation.......... Mar.25 11,462 11,474 8,842 * * * 
oS. ee Mar.25 22,684 22,686 22,359 The Federal Reserve Board is reported to be 
ssc NE. .< sec cukwicnied Mar. 25 3,274 3273 3,108 studying the possibilities of restricting retail store 
FRM IR S65 wie c0ids ecsisie Mar. 25 2,175 2,168 2,230 h i Rediibiead nieteene deeb 
Excess Reserves............... Mar.25 2,850 3,160 6,010 | “19° nena Se I a 
what suc : 
Latest Previous Year | Such a move, however, would be in line with the 
NEW FINANCING (millions of $) Month Month Ago | anti-inflationary moves on the part of the banking 
COMES oe cer Feb. 74 170 274 authorities. Department stores would be the hard- 
S03 — ean Seen ae hla Feb. 55 87 47 est hit of the major retail groups. 
PEN Fe Sots eae Soeto en eee Feb. 20 83 227 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1942 Indexes 1942 Indexes 
No. of 
Issues (1925 Close—100) High Low Mar. 21 Mar. 28 (Nov. 14, 1936, Cl.—100) High Low Mar. 21 Mar. 28 
270 COMBINED AVERAGE... 48.6 43.9 44.8 44.9 || 100 HIGH PRICED STOCKS... 51.96 46.97 47.50 47.06 
100 LOW PRICED STOCKS.... 38.78 33.57 35.23 34.60 
3 Agricultural Implements.... 82.6 72.7 76.8 17.9 3 Liquor (1932 Cl._—100).... 159.0 145.0 146.5 146.4 
9 Aircraft (1927 Cl.—100)... 172.6 146.8 159.6 156.7 ae, Rae eee ee 63:8 75:3: 162). 75.35 
4 Air Lines (1934Cl.—100).. 245.0 191.5 203.2 191.5¢ DIAS GET 5 «v0 ocerciciermeciee 53.9 45.5 47.8 47.5 
5. Amusements.............. 31.7 29.7 299 29.9 4 Meat Packing............. 46.0 35.9 397 35.9 
13 Automobile Accessories... 79.3 70.7 75.9 75.3 9 Metals, non-Ferrous........ 131.7 101.9 112.1 110.8 
1S aplomooNes........-...- 8.8 WA 8.7 8.7 TIMI cco evelisis. hones eats 11:3- 10:2: 405 105 
3 Baking (1926 Cl_—100).... 6.1 5.4 Ee | 5.2 OT eRMMRBIE Soo dus edte soe s 146 63.2..645.-. 632 
3 Business Machines......... 94.1 81.7 91.2 89.6 16 Public Utilities............ 194. 44,3 A54-- 14:3 
2 Bus Lines (1926 Cl—100).. 646 38.2 54.1 51.1 3 Radio (1927 Cl.—100).... 7.0 5.9 6.5 7.0 
LSS SR eee 156.3 133.0 134.3 133.0b 7 Railroad Equipment........ 37.9 340 348 34.0 
TE TORTIECHION. 5... 6 osc cs eo 196 . 13:0 > TR: 170 AG RatRUSe. <5). = shits oie 9.9 7.6 87 8.7 
on EET oee 158.8 147.8 149.1 148.4 Ee en cee Sear 1.9 1.3 1.6 1.4 
8 Copper & Brass........... 75.1 67.0 69:2 67.0 2 Shipbuilding. ............ 112.0 95.4 97.6 98.2 
2 Dairy Products............ 27.7: 236 262 26.3 WOSee BION. oo. 6s os wise 65.0 60:0 61.1 60.0 
6 Department Stores......... 16,3... 438° 141 13:9 LST CTY PSR Ee a ele ane 40.1 33.4 342 33.4 
6 Drugs & Toilet Articles..... 4a5. 37:1 88:4 335 SSR «kc sae sindsiet sia 179.4 156.1 160.6 160.7 
2 Finance Companies........ 1140 99.5 103.8 101.4 3 Telephone & Telegraph..... 37.3 306 36.5 37.3 
TONE BONES... 0220. e cases 78.6 63.5 65.8 65.1 pi on ere Cae reer 34.2 288 288c 29.8 
DM GOM BtOres. = 66. 6 oe saiss 43:7 38:1 .893 °38:4 3 Tires & Rubber............ 9.2 19 9.1 9.2 
REMIND 5 ooo 9'h.5.0:5.0-005.05. 28.1 245 262 26.1 PAG NT Te 55.3° 44.7 45.2 44.7m 
2 Gold Mining............. 455.2 331.3 356.8 335.9 D Variety DUDIRS..... 66:5 6i6:0:0:'s 187.2 153.4 159.0 153.4d 
6 Investment Trusts.......... 16.55 148 154 148 19 Unclassified (1941 Cl—100) 109.9 98.3 101.1 100.1 











New LOWS since: b—1940; c—1939; d—1938; g—1935 m—1932. 
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The Personal Service Department of Toe Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 


at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Allis-Chalmers Mfg. Co. 


Kindly give me the benefit of your advice 
on my 100 shares of Allis-Chalmers bought 
at 301%. I am interested in knowing whether 
your analysts see an early return of this stock 
to my purchase price. While the stock’s 
income is reasonably satisfactory, the paper 
loss I show offsets any such advantage. Are 
fears of higher taxes the dominant negative 
factor in the current market price? In addi- 
tion to taxes, what other influences, if any, 
should be considered as possible deterrents 
to earnings growth during 1942? What 
would be the wisest course for me to follow 
now?—B. McM., Jersey City, N. J. 


While Allis-Chalmers Manufac- 
turing Co. has not reported earn- 
ings for the full year 1941 as this is 
written, the showing made during 
the initial nine months of the year 
suggests improvement over the $2.84 
a share reported for the full year 
1940. For the first three-quarters of 
the year ended September 30, last, 
net profit amounted to $4,170,793, 
equal to $2.35 a share, as against 
$3,769,397 or $2.12 a share for the 
similar period of 1940. Orders 
booked for the first nine months 
were reported at  $128,867,055 
against $78,530,847 for the preced- 
ing comparable interval, while bill- 
ings were up nearly $20,000,000. 
Regular farm equipment lines may 
suffer as a result of priorities, but 
this should be more than offset by 
increased work on war contracts. 
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To handle the latter, facilities are 
understood to have been expanded 
somewhat, although regular manu- 
facturing equipment for the most 
part should be readily adaptable to 
many of our war manufacturing 
needs. In addition to the produc- 
tion of turbines, tractors and a 
broad list of electrical equipment, 
the organization is understood to be 
turning out gun mounts and air- 
craft parts. When last reported, 
finances were in good shape and it 
is expected that dividends may be 
comfortably continued around the 
$1.50 total paid last year. Taxes 
naturally may be expected to take 
an increasing toll, but the volume 
of business now being received and 
in prospect should prove at least a 
partial offset. Profits may suffer 
too as a result of higher costs and 
the lower unit profits on govern- 
ment orders, but on the whole the 
outlook seems to justify a construc- 
tive attitude toward the market 
position of the stock. Over a period 
of years the company has had an 
excellent growth record and this 


Inquiries 





likely will be further enhanced by 
the war stimulated development 
work now taking place. Considering 
the past record of the organization 
together with its recent showing, 
the loss which you now show on 
your holdings would seem to be 
largely of a temporary nature and 
we feel that you would do well to 
continue holding awaiting the de- 
velopment of an improved general 
market situation. 





American Rolling Mill Co. 


I am frankly disappointed by—and cannot 
find a satisfying explanation for—the reduc- 
tion of American Rolling Mill’s dividend on 
the common to 25 cents for the first quarter, 
as compared with 35 cents quarterly last 
year. For with the business operating at 
capacity, and earnings showing such satisfac- 
tory growth, I should think that now—if ever 
—would be the time to expect greater liberal- 
ity in dividends, even granting that tazes, 
expansion and other costs are much heavier. 
But, being no expert, I am coming to you for 
an impartial explanation of this apparent 
weakness, and your opinion of the stock as 
an investment at this time. (I own 150 
shares bought at 133%.) What do you advise 
in regard to this company?—M. R. S., Kan- 
sas City, Kansas. 


Sustained capacity operations dur- 
ing 1941 were responsible for the 
sales showing of American Rolling 
Mill Co. for that year when the total 
reached $169,178,239, representing a 
new all-time high. Despite the fact 
that tax deductions for 1941 
amounted to $16,053,156, equiva- 
lent to $5.60 a share on the out- 
standing common stock, net earn- 
ings for the year attained the 
eminently satisfactory level of $11,- 
228,475. That was equal to $3.21 a 
common share and compared with 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and -Instruct Us to Answer Collect. 
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UNION CARBIDE AND CARBON CORPORATION 


AND WHOLLY OWNED SUBSIDIARIES 


EXCLUDING THOSE OPERATING OUTSIDE THE UNITED STATES AND CANADA 


CONSOLIDATED BALANCE SHEET 





December 31, 1941 


ASSETS 
CURRENT ASSETS 
Cash 
United States Treasury Tax Notes and Accrued Interest 
Marketable Securities (Cost or Market, whichever lower) 
RECEIVABLES ( After Reserve for Doubtful) 
Trade Notes and Accounts. 
Ee Re RRR Ie HERE Al Soy oC MUP RT et RROD: eet EINE 
INVENTORIES (Cost or Market, whichever lower) 
(EE EEE Ga ea eRe ot gir tate, MO) ROMRCSD WEE a MN MO leth Oe EAR SEY Rel FRY RG PAN Ae SEERA 
8 a ENTRIES en EC'S 45h, Cy oR ER ar ann aE AOE ore Ae pS REMOTE 
cS ESS RSET i SS. Coe Bs eect Ne ENE OE ON Ce eae TEN al RUS. eee RPE MeL: (ORS hk ma 
TOTAL CURRENT ASSETS 


FIXED ASSETS (Cost or less) 


Land, Buildings, Machinery, and Equipment................ 
Deduct—Reserves for Depreciation and Amortization 


INVESTMENTS in Wholly Owned Foreign Subsidiaries Excluded from 
ee a a ae eas palin cantanascllpemiaroennes 


(After eliminating the amount heretofore ialadehs in Consolidated Earned Surplus for 
Wholly Owned Foreign Subsidiaries) 


OTHER INVESTMENTS (Cost or less ) 
Affiliated Companies not Wholly Owned— 
In United States and Canada SIN re Ope agers £7 eee A STR RL ha ie a Pe 
Outside United States and Canada .......... oe Dae ee as ere a oe a een dae 
(EES SE STE ARIE PEE oe SE ee Rr eI an eng cee fot) ORE: SOEUR ROE yt 


DEFERRED CHARGES 


Prepaid Insurance, Taxes, etc. 


PATENTS, TRADE-MARKS, £ 
TOTAL ASSETS 


CURRENT LIABILITIES 
Accounts Payable > 
Dividend Payable January 1, 1942................ 
Installments due within one year on Sinking Fund Debentures 


ACCRUED LIABILITIES 
Taxes (Including Income and Excess Profits Taxes) 
Interest ...... a 
Other Accrued Liabilities 


DEFERRED LIABILITIES UNDER GOVERNMENT CONTRACTS 


FIFTEEN-YEAR, 214% SINKING FUND DEBENTURES OF UNION CARBIDE AND 
CARBON CORPORATION DUE SEPTEMBER sh 1953 Tages Pete 


CAPITAL STOCK OF UNION CARBIDE AND CARBON CORPORATION— 
9,277,788 shares of no par value not including 136,649 shares held by the Corporation........ 


EARNED SURPLUS—After elimination of $7,677,310.65 heretofore included in Consolidated 
Earned Surplus for Wholly Owned Foreign Subsidiaries not consolidated in 1941 


NoTes RELATING TO FINANCIAL STATEMENTS 


1—In previous: years all wholly owned subsidiaries were con- 
solidated. However, owing to inability to obtain audited ac- 
counting statements, it has been necessary to exclude from 
consolidation in 1941 the assets and liabilities of wholly 
owned foreign subsidiaries operating outside the United 


$ 55,469,516.32 





pasts ole ic Me ie 10,020,050.40 
SASSER 2,565,058.41 
$ 32,581,433.85 
__ 3,546,031.93 36,127,465.78 
$ 34,284,327.47 
14,876,258.72 
12,326,593.62 61,487,179.81 
, sede $165,669,270.72 
$314,548,644.11 
—111,425,405.51 ——--203,123,238.60 
PATE A Foo 21,593,292.81 
$ 230,566.17 
3,392,994.42 
992,824.07 4,616,384.66 
SFR e) 2,759,836.07 
I wo Ant 1.00 


$397,762,023.86 


$ 16,483,130.65 








peta lab ae 6,958,341.00 
nickie Madiace 1,800,000.00 

$ 49,171,340.51 

235,000.00 
__2.200,330.08 — __51,606,670.59 
PENT $ 76,848,142.24 
Core Rts 1,094,889.22 

$ 28,200,000.00 
1,800,000.00 26,400,000.00 
ee area $104,343,031.46 
$192,879,842.43 ‘ 
-100,539,149.97 _ 293,418,992.40 
$397,762,023.86 





States and Canada. The investment in such subsidiaries, in- 
cluding advances, is stated in the Consolidated Balance 
Sheet at cost or less. Only that part of the income of such 
subsidiaries received during the year in dividends is in- 
cluded in Consolidated Income. Unaudited reports covering 


(Continued on following page) 
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UNION CARBIDE AND CARBON CORPORATION 


AND WHOLLY OWNED SUBSIDIARIES 
EXCLUDING THOSE OPERATING OUTSIDE THE UNITED STATES AND CANADA 





CONSOLIDATED INCOME AND SURPLUS STATEMENTS 
Year Ended December 31, 1941 


INCOME 
RIMMING eh sesinca sss cee cadets raasicbor gaps ba steeds cusbbhe onan ib aasenchetudjacsditase(ss epee nglac aa aE ewe ada welen ee en $106,759,419.67 
Deduct— 
TReaNU Pm RA cieas exR ER WUOU NE DNID DN 55. 550 ssc coas5s-Rckasevennapsacsons acsensovacedietaebanic tee ageptesbde iets cnetione $ 13,637,195.86 
Amortization 6,667,578.20 
RMON 5 iccgea ed ese oksceoeeaee ei Mcaed 771,136.26 
Income and Excess Profits Taxes _ 43,641,884.66 64,717,794.98 


Net INCOME 


EARNED SURPLUS AT JANUARY 1, 1941. 
Add— 


Net Income for year (as above) 


Cancellation of Valuation Reserve applicable to Marketable Securities sold in 1941........ 


Deduct— 


Owned Foreign Subsidiaries not consolidated in 1941... er he ee 
Payments on Past-Service Annuities relating to prior years under Employees’ 

eee Ton gpl £7" ga ee UIE toda Te RPE Ate 3 crn nS Wibeeh Sota 
Decrease in Market Value of Marketable Securities at December 31, 1941 


EARNED SURPLUS AT DECEMBER 3], 1941.00.00... 


(Notes continued from preceding page) 
less than a full year indicate that the income of companies 
paying such dividends will exceed the amount of dividends 
paid. 

With respect to Wholly Owned Foreign Subsidiaries 
heretofore consolidated, the amount of $7,677,310.65 pre- 
viously included in Consolidated Earned Surplus is now 
eliminated. 


2—Current assets, liabilities, and earnings of Canadian sub- 
sidiaries consolidated have been converted at the official 
rate of exchange. 


3—Certain raw materials were charged into production on the 
“last in—first out” method rather than the “average cost” 
method previously employed. The effect of this change has 
not been material. 


4—Between January 1, 1938, (or date of acquisition, whichever 
is later) and date of latest reports, which are unaudited, the 
equity in the net worth of certain affiliated companies car- 
ried in Other Investments at $2,627,877.73 increased $666,- 
044.29, of which $332,230.50 is applicable to the current 
period. No reports are available for 1941 on the remaining 
affiliated companies carried in Other Investments at $995.- 


682.86. 





UNION CarBIDE AND CARBON CORPORATION : 


We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its wholly owned subsidiaries, excluding those oper- 
ating outside the United States and Canada, as of December 31, 1941, 
and the statements of income and surplus for the year then ended, 
have reviewed the system of internal control and accounting proce- 
dures of the companies (except as noted below) and, without making 
a detailed audit of the transactions, have examined or tested account- 
ing records of the companies and other supporting evidence by meth- 
ods and to the extent we deemed appropriate. Our examination was 
made in accordance with generally accepted auditing standards ap- 
plicable in the circumstances and included all procedures which we 
considered necessary. 


We have reviewed the statements of one subsidiary audited by 





AUDITORS’ 





$ 42,041,624.69 


$ 95,648,684.98 


$ 42,041,624.69 








1,284,447.50 43,326,072.19 

$138,974,757.17 
Le oane Ae Aer $ 27,833,364.00 
Mia a, ici 7,677,310.65 
atte 2,893,633.73 

Sats 31,298.82 38,435,607.20 

AES aE Ro eR ore eS! $100,539,149.97 





The Consolidated Net Income does not include any part 
of the undistributed net income of affiliated companies. 


5—The Trustee of the Savings Plan for Employees holds Col- 
lateral Debentures of Carbide and Carbon Management Cor- 
poration secured by 180,025 shares of stock of Union Car- 
bide and Carbon Corporation under plans for employees. 
As of December 31, 1941, the assets held by the Trustee 
amounted to $11,071,121.42 and the unpaid balance of 
amount borrowed by the Trustee in connection with the 
purchase of debentures was $4,600,000.00. Union Carbide 
and Carbon Corporation has agreed to maintain the assets 
in the Trust Estate at an amount sufficient to repay the 
indebtedness and permit the distribution of the Trust Es- 
tate to the persons entitled thereto. 


6—Additional payments (in the maximum amounts acceptable 
to the Insurance Companies) relating to years prior to July 
1, 1937, were made to Metropolitan Life Insurance Company, 
The Prudential Insurance Company of America, and other 
insurance companies to apply toward the purchase of Past- 
Service Annuities under the Employees’ Retirement Plan. 
These payments were charged to surplus. Payments for the 
purchase of Future-Service Annuities were charged against 
income. 





REPORT 


other independent accountants and have accepted these statements 
for the purpose of consolidation. 

In our opinion, the accompanying balance sheet and related state- 
ments of income and surplus present fairly the position of Union 
Carbide and Carbon Corporation and its subsidiaries consolidated at 
December 31, 1941, and the results of consolidated operations for the 
year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year except 
as to the change in the basis of consolidation as explained in Note 1 
and as to the method of charging certain raw materials into produc- 
tion as explained in Note 3 of notes ro to financial statements. 
In our opinion, these changes are in accordance with generally ac- 


cepted accounting principles. HURDMAN AND CRANSTOUN 


Certified Public Accountants 
New York, N. Y., March 21, 1942 
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$7,642,714, or $1.96 a share earned 
in 1940. While these results ordi- 
narily might be construed as indicat- 
ing that dividends would be raised 
rather than reduced there is another 
side to the picture under present 
conditions. This was pointed out 
in the company’s annual report 
where emphasis was placed upon the 
uncertainties now prevailing and the 
consequent greater than normal 
need of maintaining a strong cash 
position. Not only must the organi- 
zation look forward to the inevitable 
let-down during the post-war read- 
justment period, but it is now ac- 
tively engaged in a construction 
program which will require a strong 
current position. The cost of en- 
larged production facilities to be 
financed by the company and the 
Defense Plant Corporation will be 
$51,000,000. Since practically all of 
the new plant capacity which has 
been financed by the company quali- 
fies for a 20 per cent depreciation 
charge, it will result in sizable tax 
savings over the five-year period in 
which the plan is operative. Through 
its research division, the organiza- 
tion has been actively cooperating 
with the Army and Navy Ordnance 
Departments. Through collabora- 
tion with Parker Rust Proof Co. 
the company has developed a new 
product said to require only three 
pounds of zinc per ton as compared 
with 200 pounds per ton previously, 
while a new aluminized sheet has 
been developed under which only 
5 per cent of aluminum may be em- 
ployed to do the work of a similar 
pure aluminum product. When new 
plant capacity comes into produc- 
tion, it is expected that the record 
level established last year will be 
surpassed and earnings outlook ac- 
cordingly remains bright. It is pos- 
sible that after the management can 
better size up the matter of future 
taxes and other cash requirements, 
dividend payments will again come 
up for consideration under circum- 
stances permitting larger distribu- 
tions. Be that as it may, the stock 
at recent levels cannot be regarded 
as over-valued either in relation to 
indicated earnings or recent divi- 
dend payments. 





BUY DEFENSE 
BONDS! 











Inspiration Gageiitaind Copper 
o. 


Am I correct in the assumption that In- 
spiration Consolidated Copper Co. is in a 
particularly good position to benefit from 
the new premium price of 17 cents per pound 
on all copper produced in excess of 1941 out- 
put? Please give me your explanation of 
this. Has this situation been the governing 
factor in the stock’s recent price (around 11, 
as compared with its 1941-42 low of 8%)? 
What is Inspiration’s estimated production 
for this year? On this basis, at the new price 
level, can an increase in the 1941 dividend of 
$1 be expected? What is your advice on 175 
shares purchased at 1314?—K. G., Seattle, 
Washington. 


Earnings report of Inspiration 
Consolidated Copper Co. for the full 
year 1941 is not available as this is 
written, but in the first nine months 
of the year the company enjoyed a 
considerable improvement with net 
earnings of $1,661,190 equivalent 
to $1.41 a share on the common 
stock, comparing with $1,363,400, or 
$1.15 a share the year before. The 
company is one of the largest copper 
producers in the state of Arizona, 
although the fact that reserves are 
largely in low-grade ores has made 
it necessary in the past to hold out- 
put to the capacity of leeching 
facilities in order to operate profit- 
ably. Now that the price of copper 
has been raised to 17 cents a pound 
on all production in excess of 1941 
levels, the con’pany will be able to 
use its higher cost milling plants, 
thereby materially increasing over- 
all copper output for the current 
and subsequent war years. At the 
price level recently prevailing, the 
company produced in 1940, for ex- 
ample, some 37,700 tons of copper, 
and it is expected that that figure 
will be raised around 25 per cent as 
a result of the higher price now ob- 
taining on new production. Al- 
though this situation indicates that 
the earnings showing for the current 
year will compare favorably with 
recent years’ results, despite the 
outlook for a further rise in taxes, 
the necessity of retiring funded 
debt, coupled with working capital 
requirements, likely will hold divi- 
dends around the $1 a share paid 
in 1941. Ore reserves are substan- 
tial, thereby assuring continuity of 
operations for many years at the 
prospective level of production. The 
1,181,967 shares of common stock 
are preceded by some $4,500,000 in 
first mortgage 4s maturing in 1952, 
having a sinking fund provision 
which is tied to the level at which 


the copper output is sold. Since 
every indication points to mainte- 
nance of a high operating level and 
well sustained earnings, the stock at 
recent levels is regarded as fairly 
priced, while the income return 
should also prove satisfactory. 





Air Reduction Co. 


Your advice has enabled me to make com- 
mitments advantageously several times in 
the past, and I am now contemplating a 
moderate purchase of Air Reduction, to add 
to my present holdings (125 shares pur- 
chased at 39 a year ago). But first I would 
like your full opinion of the company, and 
its prospects over the short and long term. 
I understand that the outlook is generally 
quite favorable, but what do you estimate 
the impact of taxes will be this year in the 
light of the Treasury’s recent proposals? 
Has the current market price discounted the 
possible effects of 1942 taxes on earnings and 
dividends? Your advice will be greatly ap- 
preciated.—Mrs. T. R., New York City, N. Y. 


During 1941, Air Reduction Co. 
enjoyed an increase of 47 per cent 
in sales volume over the previous 
year, reflecting the importance of 
the company’s products to the active 
metal producing and manufactur- 
ing industries. Sales of the organi- 
zation during the year totaling 
$53,566,687 were the largest in its 
history and with a further speed up 
of the war effort during the current 
year, indications are that Air Re- 
duction’s gross business will reach 
another new record high. Prac- 
tically all of the metal fabricating 
plants of the country require weld- 
ing and cutting equipment of the 
type manufactured, without which 
it would be virtually impossible to 
obtain the tank and ship produc- 
tion goals, for example, called for 
under the Victory program. The 
railroads are also leading outlets for 
products manufactured by the or- 
ganization, as is also the construc- 
tion industry now being speedily 
converted to war work. The com- 
pany also is a leading manufacturer 
of calcium carbide, long used for 
the production of acetylene gas, but 
which more recently is also being 
taken in large amounts as a raw 
material in the manufacture of syn- 
thetic rubber and plastics. Al- 
though last year’s gross revenues 
obtained a new all time high, the 
improvement in net did not fully 
keep pace because of higher costs, 
mainly taxes. The latter, including 
Federal, State and local, aggregated 
$8,923,715 against $3,607,861 in 


724 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 

















1940. Reduced to a per share basis, 
taxes amounted to $3.29 and $1.33, 
respectively. Early in 1941, the com- 
pany, together with U. &. Industrial 
Alcohol Co., joined with Continental 
Oil Co. in formation of Petroleum 
Chemicals, Inc. The latter company 
has constructed research and pro- 
duction facilities at Baltimore for 
the development of products in 
this promising field. Due to large 
cash requirements to finance the 
needed increase in manufacturing 
facilities to meet the anticipated 
further rise in customer demands, 
the company on February 10, last, 
borrowed a total of $10,000,000 from 
four banks on favorable terms. Be- 
cause of that step, the company 
should be able to maintain divi- 
dends on a more liberal basis than 
might otherwise be possible and still 
have sufficient capital to handle its 
growing volume of business. Taxes 
this year are impossible to project 
with any certainty because the rates 
are as yet unknown and also be- 
cause the effect upon earnings will 
depend upon other factors as well. 
However, it can be assumed with 
reasonable certainty that while taxes 
will be higher again this year, this 
will also hold true of income. Thus, 
we would not anticipate any pro- 
nounced slump in net earnings from 
last year’s level, and if that proves 
to be the case, stock purchased here 
should work out satisfactorily. 


Mohawk Carpet Mills, Inc. 


I hold 200 shares of Mohawk Carpet Mills 
which I bought at 161% primarily because of 
its yield, and felt that in view of the growth 
of consumer purchasing power the company 
was well situated. Now, however, the short- 
age of wool has of course altered the situa- 
tion—and, with the stock selling near its 
1940-42 low, I would like your advice. Has 
the present price fully discounted the un- 
favorable outlook? Will it be necessary to 
drastically curtail production? How would 
this affect unit costs? Are there any develop- 
ments which would be conducive to greater 
optimism—such as diversification, substitu- 
tion of new materials, etc.?—Mrs. C. P., 
Maspeth, L. I. 


That Mohawk Carpet Mills bene- 
fitted from the improvement which 
occurred in public purchasing power 
during 1941 is borne out by the 
company’s report for that year, 
when net sales totaled $30,365,487, 
against $17,629,877 in 1940 and 
$17,430,630 in 1939. After a pro- 
vision of $4,760,276 for Federal in- 
come and excess profits taxes, etc., 
earnings during the year were equal 
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to $3.62 on the 542,000 shares of 
capital stock outstanding. The ex- 
tent to which taxes tended to mini- 
mize the gain in net may be judged 
by the fact that despite the excep- 
tional sales improvement, the in- 
crease in net available for stock- 
holders amounted to only 72 cents a 
share. While purchasing power 
likely will continue well above the 
levels of recent years and ordinarily 
this would spell sustained volume 
business for the organization, the 
outlook now is, as you know, con- 
fused by raw material shortages 
attendant the war. In peace times 
the bulk of raw materials entering 
into the manufacture of carpets 
comes from outside the United 
States and it is evident that the 
world-wide nature of the present 
conflict and the strain being placed 
upon shipping will seriously curtail 
the amount of such imports likely 
to be available to companies of the 
subject type. Finances have been 
maintained in good shape, however, 
with the last three years witnessing 
a steady rise in both cash and in- 
ventories. In February of this year 
an announcement was made in 
Amsterdam, New York, of forma- 
tion of Mohawk Valley Associates 
Pool in which Mohawk Carpet 
Mills, Inc., Beechnut Packing Co. 
and H. P. Snyder Mfg. Co. were to 
seek government war contracts. It 
is obvious that many of the com- 
pany’s facilities could be used to 
advantage in the war effort and that 
such business would provide a 
cushion against a slowing down on 
regular consumer lines. More re- 
cently the company announced that 
it has received contracts for the 
manufacture of substantial quanti- 
ties of “duck” for the Army and 
Navy. Since the demand for cloth 
of this type likely will be exception- 
ally heavy during the war years, 
indications point to a steady growth 
in this end of the business. With 
taxes tending higher and the margin 
of profits on both regular lines and 
government contracts likely to be 
less than in previous years, indica- 
tions are that earnings this year will 
run well below the level of 1941. 
Thus, some downward readjustment 
in the dividend would not be unex- 
pected, although such an eventuality 
seems to be already liberally dis- 
counted in recent share prices. Al- 
though shortages in regular raw 
material lines are expected to reduce 
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DIVIDEND 


ARMOUR AND COMPANY 
(ILLINOIS) 


On March 6 a dividend of $1.50 per share on the 
issued and outstanding $6.00 Cumulative Con- 
vertible Prior Preferred shares of the above 
corporation was declared by the Board of Direc- 
tors, payable on April 1, 1942, to shareholders 
of record on the books of the ee at the 
close of business on March 16, 1942. 

E. L. LALUMIER, Secretary. 


DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARE 


On March 6 a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corpor- 
ation was declared by the Board of Directors. 
payable April 1, 1942. to stockholders of record 
on the books of the Company at the close of 
business March 16, 1942. 

E. L. LALUMIER, Secretary. 








the output of carpets for civilian 
use, such reduction may not be as 
drastic as might be supposed, since 
rayon and other synthetic fibres can 
be employed, although generally at 
some sacrifice of wearing quality. 





How to Defiate War 
Inflation 





(Continued from page 688) 


consumption spending than was 
available a year before and nearly 
one-third more than two years be- 
fore. Apply that to the total group 
of manufacturing workers and you 
see inflationary purchasing power 
by the billions. 

In non-manufacturing occupa- 
tions—such as mining, construction, 
transportation, utilities, trade, ser- 
vices, etc.—employment increased 
more than 1,000,000 last year. In 
all there were also increases in 
average weekly earnings, ranging 
from about 5 per cent in retail trade 
to 17 per cent in construction and 
nearly 30 per cent in bituminous 
coal mining. On a _ conservative 
estimate, the gain in dollar income 
among these groups of employees in 
1941 must have been at least 
$3,000,000,000. Add this to previ- 
ously indicated 1941 income gain of 
$7,200,000,000 for employees in 
manufacturing, and we arrive at 
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NEW MARKET PHASE 


creates opportunities tor 
capital appreciation 


F 


Anticipating the declining markets of the past six weeks, our subscrib- 
ers have been kept in a liquid short term position. Their buying 
power has increased in value as prices receded . . . they are prepared 
to participate fully in the next important advance as the market com- 
pletes the base it is now establishing. 


ORECAST subscribers are in an advantageous position. 


In the meantime, exceptional profit possibilities are being created in 
special situations . . . in new potential market leaders. These secur- 
ities, to be available at attractive levels, can rebound quickly and 











' X\ 
Two Specialized Services 


At The Price of ONE! 


t ar definite security recommendations 
of THE FORECAST are now geared 
to the accurate war timing of THE 
TREND LETTER. You will receive the 


following service features... 


Through The Forecast .. . 


Short Term Programs 
Unusual Opportunities . . . Low-Priced 
Common Stocks for Market Profit. 


Trading Advices . . . Active Common 
Stocks for Short Term Profit. 

Bargain Indicator . . . Dividend-Paying 
Securities for Profit and Income. 


substantially as the market turns up. 


Our first step in serving you will be to help you gear your present hold- 
ings to today’s War Economy .. . to new tax levies, inflationary trends 
and our $150 Billion War Program . . 
opinion, you should hold... 
follow a strategic market course over the short term and the longer 
term .. . through specialized programs kept under our continuous 
supervision. 


Tue Forecast will advise you 
only what to buy but when to buy and when to sell. Selection of special 
situations and aceurate timing are fully recognized as essential elements 
to successful investment under today’s kaleidoscopic market conditions. 


Enroll with THe Forecast TODAY. You will be certain to receive 
our current and new recommendations as made. Your subscription 
will start at once but date from May 1, 1942. 


THE FORECAST Will Serve You 
.. . In Today’s Markets 


. advising you what, in our 


what to sell. You will then be able to 


..» by mail and by telegraph . . . not 











FREE SERVICE TO MAY I, 1942 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET Cable Address: Tickerpub NEW YORK, N. Y. 


I enclose $75 to cover a six months’ test subscription; [] $125 to cover a full year’s subscrip- 
tion to Investment and Business Forecast starting at once but dating from May 1, 1942. 
I understand that, in addition to the telegrams I select, I will receive the complete service by 
mail. (Your subscription shall not be assigned at any time without your consent.) 


Send me collect telegrams on all recommendations checked below: 


O UNUSUAL Low-priced Common Stocks for Market Appreciation. Maximum 
OPPORTUNITIES of six stocks carried. $1,200 sufficient to buy 10 chares of all 


recommendations. 
Cl TRADING — shee Samad GSS SataStat'.2 Tay To"siace Pa se 
Cl BARGAIN, = Riots ering Sees atic ts Marts Maar 
_ , EEL EP ETS TEL ee te ee eee. Capital or Equity............ 
ON ins Webs tio wea press bee spb ac nbd 48 ths wp Oe bse ON ROMP AR Oe BIR ha 6h onc 4 ben es be as b 
\ See TT eee EL eee ee Tee eee ee TT ey eee OC er ii on CE April 4 


Continuous Consultation. Submit Your Securities for Our Latest War Economy Analysis. 


eae |e ; 


Longer Term Programs 
Investment Securities for Income and 
Profit . . . Common Stocks, Preferred 
Stocks and Bonds for Income and Price 
Enhancement. Portfolio kept on sound 
basis. Maximum of 10 securities carried. 
Advices sent only by mail. 


Special Situations for Price Appreci- 
ation . . . Common Stocks, Preferred 
Stocks and Bonds Offering Outstanding 
Profit Possibilities in Individual Compan- 
ies or Industries. Maximum of 10 secur- 
ities carried. Advices sent only by mail. 


Dow Theory Interpretations .. . 
Weekly Supplementary Service for 
Comparison: Applied to major, inter- 
mediate and minor trends .. . with a 
frequent summary of significant peretra- 
tion levels. 


Through The Trend Letter... 

Business Service . . . Concise review of 
current situation . . . latest factors and 
prospects . . . with charts and statistics. 


On the Industrial Front . . . Transition 
of industries in our war economy... 
with appraisal of new outlook. 


Washington Service . . . Weekly reports 
on legislative and political developments 
and their effects. 








Free Air Mail Service 


() Check here if you wish Air 
Mail and it will expedite deliv- 
ery of our Weekly and Special 
Bulletins. This service is pro- 
vided FREE in such cases in 
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$10,200,000,000 estimated increased 
income of non-agricultural em- 
ployees for the year. 

And now take a look at the farm- 
ers. Average income per farm, in- 
cluding Government benefit pay- 
ments, was approximately $1,060 
last year, $902 in 1940 and $865 in 
1939. These are obviously low fig- 
ures—far under present income tax 
exemptions for married farmers; 
and, allowing for authorized deduc- 
tions, obligating very few single 
farmers'to pay any tax on the small 
average income above $750 exemp- 
tion. Nevertheless, Zeke Williams, 
average farmer, in 1941 had more 
than 17 per cent more income avail- 
able for consumption spending than 
the year before, and more than 22 
per cent more than in the pre-war 
year 1939. Farmers in the aggre- 
gate had a gain of $2,612,000,000 in 
income in 1941, 

The Secretary of the Treasury 
himself not long ago provided some 
illuminating figures on this question 
ef where the income is. It was in a 
table set up as a suggested yard- 
stick for typical income-earners in 
apportioning percentages of income 
for defense bond savings. Accord- 
ing to these figures, which approxi- 
mate the total of gainfully occupied 
persons as of the end of 1940, 24.- 
516,000—or about half of the total— 
had income averaging $30 a week 
or less. There were 10,747,000 in the 
income bracket $20 to $30; 5,470,000 
with $15 to $20 a week; 4,975,000 
with $10 to $15; and 3,324,000 with 
$5 to $10. If we average these indi- 
vidual brackets—not a strictly ac- 
curate measure but indicative of the 
proportions—it works out that the 
24,516,000 with $30 or less per week 
had total annual income of about 
$23,847,000,000. 

On the same rough basis of calcu- 
lation, people up to $40 a week had 
some $38,000,000,000 in income; up 
to $50 a week, about $51,000,000,000; 
up to $60 a week, about $59,600,- 
000,000; up to $100 a week, about 
$83,600,000,000. 

The details of these comparisons 
may be challenged—but what can- 
not be challenged is the elemental 
fact that the Government can 
neither cope with inflation nor 
finance more than a relatively mod- 
est proportion of its war costs out 
of taxes if it continues to rely for its 
income tax money only on corpora- 
tions and some 8,000,000 individuals 
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out of nearly 52,000,000 who have 
incomes. It is estimated that if all 
individual incomes over $10,000 a 
year were confiscated, it would pay 
for less than one month of the war 
costs. 

It is estimated that 85 per cent of 
the American people have incomes 
of $3,000 or less. Some of these, of 
course, pay Federal income taxes. 
There is no official estimate of the 
total of additional tax revenue that 
would be raised from this large 
group under the Treasury’s proposal. 
Unofficial estimates put it at not 
more than $500,000,000. As an off- 
set to inflation, how does this figure 
compare with the increase in total 
income among this largest segment 
of the gainfully occupied? 

Again we have to use rough but 
indicative figures. Out of total in- 
crease of $13.7 billion in national 
income last year, increase in total of 
wages and salaries accounted for 
$10.6 billion. It is unofficially esti- 
mated that the latter figure will rise 
by at least $5 billion more in 1942. 
It increased $4.4 billion in 1940. 
Thus by the end of 1942 total wages 
and salaries will have increased by 
some $20 billion a year, as compared 
with the pre-war year 1939. As 
previously shown, the great bulk of 
this inflationary expansion of indi- 
vidual incomes is accounted for by 
low-income people who pay little or 
no Federal income tax, with indus- 
trial wage workers and farmers ac- 
counting for by much the major 
share of it. 

A sound war finance program re- 
quires a tax policy directly opposite 
from what is best in time of peace. 
In time of peace, we want maximum 
consumption—and therefore taxes 
which encourage consumption or at 
least do not seriously reduce it. But 
as more and more of our production 
shifts to war needs, there is less and 
less goods for civilians but—due to 
active employment and _higher 
wages and prices—more and more 
money income. 

Clearly, total civilian consump- 
tion must be sharply reduced. The 
Government knows that—which is 
why it is sending up trial balloons 
on the question of “freezing” wages, 
prices and profits; why it is making 
a limited start on rationing; why it is 
doing so much talking about the 
threat of inflation. But the reality 
is scarcely recognized and barely ap- 
proached in the Treasury’s tax 





program. 

The sharply higher taxes on cor- 
porations and on middle class and 
wealthy taxpayers will not impor- 
tantly reduce consumption—but will 
definitely and importantly reduce 
both corporate and individual sav- 
ings. And this brings us to a social 
question of the first magnitude. 

Is it more important to squeeze 
the last possible drop of taxes out 
of corporations, the rich and the 
middle classes—in order that a mod- 
erately larger percentage of the war 
cost can be financed out of taxes 
than would otherwise be the case— 
or to preserve the underlying solv- 
ency of the corporations and some 
reasonable level of saving power for 
all these above-bottom groups? 


Are we to follow the lead of the 
Government - Run - Everything na- 
tions in liquidating the middle and 
upper classes—the former the great- 
est stabilizing force in any free 
society and both classes being the 
greatest sources of savings—in addi- 
tion to corporate sayings—for pro- 
ductive investment? 

Certainly if corporations, the rich 
and the middle classes are to be 
stripped of saving power, we are in 
for a most revolutionary change in 
our social-economic system. Who 
would finance and underwrite the 
capitalist system? There could be 
only one answer: The Government. 
In that case, how long would it in 
fact remain a capitalist system? 

In summary, it is now up to Con- 
gress to do the tax job which the 
Treasury muffed—to write a tax law 
which will really come to grips with 
the problem of inflation, which will 
fairly apportion the levies on all 
groups with more heed to inflation 
than theoretical “ability to pay,” 
which will not too seriously threaten 
the ultimate solvency of corporate 
enterprise or reduce producing effi- 
ciency, and which will not prole- 
tarianize the great middle classes. 





Gearing Your Investment 
Capital to Meet New 
Tax Problems 
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Although not tax sheltered to the 
same extent as second grade rail- 
road and_ industrial bonds, many 
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second grade industrial preferred 
stocks also invite favorable consid- 
eration for the purpose of replacing 
common stocks in a precarious divi- 
dend position. Taxes, are, of 
course, a charge against income 
ahead of preferred dividends. Never- 
theless, and even if allowance is 
made for the maximum increases in 
corporate income and excess profits 
taxes, there will be many companies 
which will still be able to show pre- 
ferred dividends earned by a mar- 
gin as good as that shown in more 
normal years, and better in many 
instances. A _ sizable majority of 
companies now in the van of the 
war program are the type of heavy 
manufacturer characterized by a 
past record of erratic earnings. For 
this reason their preferred shares 
have never attained an investment 
rating. In the present setting, how- 
ever, dividends on many of these 
issues are, and will continue to be, 
accorded ample protection earnings- 
wise. As an intermediate invest- 
ment undertaking a judicious selec- 
tion of second’ grade industrial pre- 
ferred stocks should work out ad- 
vantageously. A selected list of such 
issues accompanies this discussion. 
It is unlikely that investors will 
be able to avoid completely some 
loss in dividend income this year, 
resulting from the imposition of the 
heaviest taxes in our history. But 
such losses can be held to a prac- 
tical minimum by taking inventory 
of one’s holdings with a view to 
eliminating the more _ vulnerable 
issues and replacing them with the 
type of issues discussed here. The 
rest will be a matter of tightening 
one’s belt another notch or two. 





Another Look At... 
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liquor consumption and the strong 
demand for industrial alcohol. With 
the recent financing completed, 
common stockholders may face the 
future with increased confidence, 
although Federal taxes, as in the 
case of all corporations, will strongly 
influence net profits. 


Foster Wheeler Corp. 
With its output in 1941 exceeding 
that of 1940, which, in turn, had 


been its best previous year, Foster 
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Wheeler faces the future with confi- 
dence. Manufacturing facilities were 
increased last year by completing 
important additions at the plants 
located at Carteret, New Jersey, and 
Dansville, New York. Only a por- 
tion of the new equipment was in 
full operation for the complete year. 
‘ven with this increase in produc- 
tive facilities on December 31 last, 
the corporation had unfilled orders 
of about 59 millions, an increase of 
almost 100% in the year or 29 mil- 
lions more. Thus far, all capital 
expenditures have been taken care 
of without any outside financing 
other than the usual bank loans and 
some progressive payments by the 
Government. In the past three 
years, the corporation has spent 
$1,300,000 for plant betterment and 
expansion, out of earnings of ap- 
proximately $2,525,500. By placing 
Foster Wheeler in a better competi- 
tive position, these improvements 
should be reflected in the earnings 
over a period of time. Substantial 
additional expenditures for the ex- 
pansion of the plants and equipment 
are now in progress including $100,- 
000 for more research facilities. 

In addition to these outlays for 
expansion, the corporation has been 
called upon to finance the largest 
volume of buginess in its history. 
This condition is reflected in the 
balance sheet of December 31 last, 
when inventories were $5,585,306 
and trade notes and accounts receiv- 
able amounted to $5,103,260. Cash 
was only $683,317. Total current 
assets were $11,704,023 as compared 
to current liabilities of $7,553,387, 
including bank loans of $600,000. A 
year earlier current assets amounted 
to $6,999,075 including inventories 
of $2,668,300, accounts receivable of 
$2,977,671 and cash of $1,306,658. 
At the same time current liabilities 
were $3,471,193. 

In 1941, after income and excess 
profits taxes of $2,400,000, Foster 
Wheeler reported net profits of 
$1,423,003 which, after preferred 
dividends, was the equivalent of 
$5.06 per share of common stock of 
$10 par value. There were 258,180 
shares of common stock outstanding 
at the close of the year. In the 
previous year, net profits, after a 
similar tax deduction of $915,000, 
were $1,003,517 or $3.43 per share of 
common stock, after deducting pre- 
ferred dividends. 

The corporation has no funded 


debt, and the common stock is pre- 
ceded only by 16,718 shares of 7% 
preferred stock of $100 par value 
on which there was an accumulation 
of unpaid dividends of $49 per share 
at the year end. The total cash 
required to pay these accumulations 
is only about $819,000. Ordinarily 
Foster Wheeler could take care of 
this out of current earnings, but due 
to the unusual demand arising from 
war contracts, it seems propitious to 
conserve cash for essential corporate 
purposes. However, Foster Wheeler 
proposed a plan of recapitalization 
which provides for the issuance of 
six shares of new 6% prior preferred 
stock of $25 par value and two 
shares of common for each share of 
the present 7% preferred stock. If 
this plan, which seems fair, is ap- 
proved by the stockholders, it would 
put the common stock in line for 
dividends. 

Concentrating on war work, Fos- 
ter Wheeler makes various kinds of 
boilers including a relatively new 
one designed with the help of the 
Dow Chemical Co. It also produces 
condensers, evaporators, pumps, 
cooling towers, superheaters, oil re- 
fining equipment and related prod- 
ucts. 

The additional funds being spent 
on research will aid materially in 
enabling the corporation to develop 
new products for use after the war. 
The recent expenditures for plant 
betterment will also place the cor- 
poration in a better competitive 
position than at any time in the 
past. 





The Blow to Retail Trade 
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any second sight to see that our re- 
tail enterprises, both large and small, 
are going to feel the pinch of war; 
feel it more than our manufacturers 
who can convert their facilities and 
climb aboard the war effort band- 
wagon. “Business as usual” for the 
retailer is already a rapidly fading 
memory. 

The chances are that total divi- 
dends paid by merchandising com- 
panies this year will be less than last 
year, the proportion of the decline 
depending largely on final tax legis- 
lation adopted by Congress. Under 
war conditions, merchandising shares 
have less than average potentiality 
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for market appreciation, with few 
exceptions. But they move with the 
general market in considerable de- 
gree and no doubt will better pres- 
ent prices when the next market 
recovery sets in—and that may be 
“closer than you think.” 


Despite excellent 1942 volume 
prospect, impending higher cor- 
porate taxes constitute a definite 
threat to maintenance of 1941 earn- 
ings levels by National, Borden, and 
Beatrice Creamery and Pet Milk, 
all having listed shares. 





How the Dairy Companies 
Are Adjusting to War 
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important war-time role, is known 
as Aralac, Inc., a newcomer in the 
galaxy of textile fibres, according to 
the company’s description. Galaxy, 
however, properly means the Milky 
Way from its Greek derivation. In 
Latin it is Via Lactea. The produc- 
tion of fibres from milk is not new. 
Some of the earliest synthetic fibres 
were spun from milk protein solu- 
tions. They were of little use. They 
lacked strength; were brittle. Na- 
tional Dairy began serious investi- 
gation of producing fibre from casein 
late in 1937. Inside a year plans 
were laid for an experimental plant 
to produce 1,000 pounds a day. The 
plant started operation in 1939. 
Early in 1940 one of the fibres was 
found useful in the manufacture of 
felt hats. The trade increased until 
it taxed the company’s facilities. 
While stretching the output new dis- 
coveries were made. In the summer 
of 1941 operations were transferred 
to the present commercial factory at 
Taftville, Conn. Present produc- 
tion capacity is about 5,000,000 
pounds of fibre a year. 

The fibre is used in conjunction 
with other materials, such as rayon, 
in the weaving of cloth suitable for 
women’s and men’s suitings, is 
durable, easily dyed and free of 
odor or any animal-like objections. 
While the fibre is potentially a new 
American industry in itself, it is only 
the partial achievement of the com- 
pany’s goal, according to Mr. F. C. 
Atwood, vice-president, Aralac, Inc., 
who stated: “After casein is ex- 
tracted from skim milk, over 90 per 
cent of the original volume remains 
as whey. Valuable commercial use 
has been found for some whey, but 
too much is still without a commer- 
cial market. We cannot rest on our 
‘Aralac’ laurels, but must drive 
ahead with our research until the 
problem has been wholly solved.” 
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Installment Finance Com- 
panies on the Spot 
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now the second largest in its field. 

The stock with a book value of 
$29.58 at the end of last year, ap- 
pears to have made considerable al- 
lowance for the adverse develop- 
ments thus far, although there is 
little on which to base any hope 
for an extended price advance. 

Many expect that the restrictions 
on automobile production will set 
up a great potential demand for 
such vehicles after the war. Conse- 
quently well-managed finance com- 
panies will be in an excellent posi- 
tion to take advantage of and han- 
dle efficiently such business. 
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communism materialized. Obsessed 
by fear, they made one blunder af- 
ter another. 

In our own country, one by one 
our financial colossuses too fell off 
their pedestals. The heyday of high 
finance was over. Their job had 
been completed in the 20’s when 
they had created and overfinanced 
the new big industrial combinations. 
And in the depression, industry, hav- 
ing no further need of their bankers, 
took the leadership away from them. 

It was inevitable that ex-promo- 
tors at the helm of the new fabul- 
ously rich corporations would find 
the challenge of international adven- 
ture very intriguing. But up against 
the controlling cliques abroad who 
used economics as a political wea- 
pon, they found themselves heavily 
outmaneuvered with severe losses 
staring them in the face. They suf- 
fered from quotas, exchange restrie- 
tions, boycotts of goods and parts 
produced by American labor, and 
other insurmountable handicaps. 

With plants abroad representing 


a huge dollar investment, with funds 
frozen in the banks running into 
many millions that could not be sent 
home, these companies were up 
against a knotty problem. 

In Germany the attempt to pre- 
vent paper losses from turning into 
actual losses led right into the Nazi 
camp. Whether from conviction or 
for pocketbook reasons, I have al- 
ways found strong Fascist leanings 
among men of this group. 

In fact so autocratic are their 
powers that many have come to be- 
lieve that they own the companies 
of which they are the executives, and 
they conduct the affairs of these cor- 
porations in accordance with their 
private political views and personal 
interests. 

In Britain, men of far-flung hold- 
ings, in their efforts to protect their 
vast properties, have crippled the 
power of the British empire. Here 
failure to apply the scorched earth 
policy to the Rumanian oil wells 
gave Germany the wherewithal for 
her mechanized war machine. The 
British loss of Malaya, Singapore 
and Rangoon should also be laid at 
their door. 

And in our own country, the Fifth 
Columnists are to be found in a con- 
trolling group allied with such inter- 
ests. They are of the business-as- 
usual group who have stalled to 
avoid converting. They have paid 
themselves huge salaries and extra- 
ordinary bonuses, although their 
business is mostly represented by 
government orders. Despite their 
colossal income, they make the com- 
panies underwrite their senility in 
large old-age retirement funds. The 
proxy racket has enabled them to 
feather their own nests at the ex- 
pense of the stockholders. In most 
cases they own very few shares in- 
dividually, and the stockholder is 
just a “bloke” as far as they are con- 
cerned—weakly delegating all power 
to them, and meekly accepting divi- 
dends or cuts without a fuss. 

They have been the chronic ob- 
jectors to the Administration’s pro- 
grams, continuously prophesying 
that the government would ruin 
their business, while each year their 
earnings have been greater and their 
bonuses have increased from 100 to 
500%. They came into court against 
labor with unclean hands at a time 
when it is necessary to produce arma- 
ments at the lowest possible cost in 
order to lighten the burden of the 
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necessary back-breaking taxes. This 
class of business executives repre- 
sents a menace to the system of free 
enterprise. Their greed has set a 
bad example to the rest of the citi- 
zens of this country. But above all, 
they imperil our efforts in this crisis. 

The easiest way to pull these au- 
tocrats down from their thrones is 
for the stockholders to take action 
against them. It is true that they 


have legally given themselves the 
power, but only because the stock- 
holders trusted them sufficiently to 
send them their proxies. They should 
be made to disgorge and should be 
removed from power, and in their 
place we must install men with 
greater wisdom and integrity so that 
we will not be led further astray by 
errors of judgment which have 
brought us to this pass. 


We are facing a crisis of such vast 
import to our lives that we cannot 
afford to have either shallowness or 
viciousness in high places. 

Stockholders, what are we going to 
do about it? 

If you wish to join in seeking an 
answer to this question, write me in 
care of THe Magazine or WALL 
Street, 90 Broad Street, New York 
City. 
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